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:^ATE  OF  MONTANA 


REPORT 

of  the 
COLICISSIOMCP  CF  STATE 
LANDS  ANT  IN\'E5?I'MENTS 


STATE  DOCUMENTS 


For  the  Two  Fiscal  Years 
Beginning  July  1,  19P^2,  and 
Terminating;  Jiine  30,  19?4 


TO 

THE  nrNORABLE  F.   ! 
aO'/ERi;0R 


cooi\fEy 


SfATE  DOCUMENTS  COLLECTICN 

nCT  15  1395 


WCNTANA  STATE  LIErJARY 

1515  C.  6th  AVE. 
HELEMA.  MOrr./.:iA  £9620 


I.  M.  BRAND JORD 
Commissioner  of  State  Lands  and  Investments 


NAKITA  B.  SHERLOCK, 

Assistant  Commissioner 


L.  E.  CHOQUETTE, 
Chief  Field  Agent 


Helena,  Moniona  59jJl 
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STATE  OF  r.:ONTAl'JA 

PJiI'ORT 

of  the 
COMf/IISSIOlJER  OF  STATE  LAITTS 
AND  INVZSTLSI'jTS 


For  the  Tv/o  Fiscal  Years 

Beginning  July  1,   1932,   and 

Tei-minating  Jime  50,   1934 


Officers  of  the  repartr.ent  of 
State  Lands  and  Investments 

The  State  Board  of  Land  Comnissioners  is  the  governing  board 

created  by  Section  4  of  Article  XI  of  the  Constitution,  and 

consists  of  the  follo-.vjng  officers: 

Hon.  F.  K.  Cconey,  Governor,  President 

Hon.  Elizabeth  Ireland,  Superintendent  of  Public  Instruction 

Hon.  Sam  W.  Mitchell,  Secretary  of  State 

Hon.  Raymond  T.  Nagle,  Attorney  General 


Officers  Under  This  Board: 

I.  JI.  BRW©Jr?r 
Commissioner  and  Secretary  to  the  Board 


KANITA  B.  SHERLOCK, 

Assistant  Commissioner 

RUTLEECrE  PARKER, 

State  Forester  (Address  Missoula) 


L.  E.  CHO';iUErTE, 
Chief  Field  Agent 

L.  L.  V/fZTE, 
Fire  Warden 
(Address  Missoula) 


F.  A.  ANDERSON, 

Forest  Warden  (Address  Kalispell) 
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AI.33m.lEIfr  TO  EiA3LING  ACT 
FEFMITTIUG  SALZ  OF  GPAZING  LAimS  AT  $5.0C  PER  ACRE, 
REIv'OVING  THE  LIKITATICK  OF  640  ACRES  ON  THE  QUAOTITY 
OF  LAND  THAT  MAY  BE  LEASZD  TO  ONE  PERSON  OR  COKPi^M , 
ANT  Lli'iXING  OTHER  CE-UvGES 

(U.  S.  Statutes  At  Large,  Chapt.  172,  p  150) 

An  Act  to  amend  section  11  of  the  Act  approved  February  22,  1889  (25  Stat, 
e^'^e),   relating  to  the  admission  into  the  Union  of  the  States  of  North  Dakota, 
South  Dakota,  Montana,  and  Washington, 

BE  IT  ENACTED  BY  THE  SENATE  AND  HOUSE  OF  REPRESEWTATIVES  OF  THE  UNITED  STATES 
OF  AIvilRICA  IN  CONGRESS  ilSSU'BLED,  That  section  11  of  the  Act  approved  February  22, 
1889  (25  Stat.  676),  be,  and  the  saiae  is  hereby,  amended  to  read  as  follows: 

"That  all  lands  granted  by  this  Act  shall  be  disposed  of  only  at  public  sale 
after  advertising — tillable  lands  capable  of  producing  agricultural  crops  for  not 
less  than  $10.00  per  acre  and  lands  principally  valuable  for  grazing  purposes  for 
not  less  than  $5.00  per  acre,  imy  of  the  said  lands  may  be  exchanged  for  other 
lands,  public  or  private,  of  equal  value  and  as  near  as  may  be  cf  equal  area,  but 
if  any  of  the  said  lands  are  exchanged  with  the  United  States  such  exchange  shall 
be  limited  to  surveyed,  nonmineral,  unreserved  public  lands  cf  the  United  States 
within  the  State. 

"The  said  lands  may  be  leased  under  such  regulations  as  the  legislature  may 
prescribe;  but  leases  for  grazing  and  agricultural  purposes  shall  not  be  for  a 
term  longer  than  five  years;  mineral  leases,  including  leases  for  exploraticn  for 
oil  and  gas  and  the  extraction  thereof,  for  a  terni  not  longer  than  twenty  years; 
and  leases  for  development  of  hydrn-electric  power  for  a  terra  not  longer  than 
fifty  years. 

"The  State  may  also,  upon  such  terms  as  it  may  prescribe,  grant  such  ease- 
ments or  rights  in  any  of  the  lands  Granted  by  this  Act,  as  may  be  acquired  in 
privately  fawned   lands  through  proceedings  in  eminent  domain:  Provided,  however. 
That  none  of  such  lands,  nor  any  estate  or  interest  therein,  shall  ever  be  dis- 
posed of  except  in  pursuance  rf  general  laws  providing  for  such  disposition,  nor 
unless  the  full  market  value  of  the  estate  or  interest  disposed  of,  to  be  ascer- 
tained in  such  manner  as  may  be  provided  by  law,  has  been  paid  or  safely  secured 
to  the  State. 

"With  the  exception  of  the  lands  granted  for  public  buildings,  the  proceeds 
from  the  sale  and  other  permanent  disposition  of  any  of  the  said  lands  ani  from 
dvery  part  thereof,  shall  constitute  permanent  funds  for  the  support  and  mainte- 
nance of  the  public  schools  and  the  various  State  institutions  for  which  the  lands 
have  been  granted.  Rentals  on  leased  lands,  interest  on  (deferred  payments  on  lands 
sold,  interest  on  funds  arising  from  these  lands,  and  all  other  actual  income, 
shall  be  available  for  the  maintenance  and  support  of  such  schools  and  institutions. 
Any  State  may,  however,  in  its  discretion,  add  a  portion  of  the  annual  income  to 
the  permanent  funds. 

"The  lands  hereby  granted  shall  not  be  subject  to  preemption,  homestead  entry, 
or  any  other  entry  under  the  lan^  laws  of  the  United  States  whether  surveyed  or 
unsurveyed ,  but  shall  be  reserved  for  the  purposes  for  which  they  have  been  granted." 

Sec.  2.  Anything  in  the  said  Act  approved  February  22,  1889  inconsistent 
with  the  provisions  of  this  Act  is  hereby  repealed. 

Approved,  May  7,  1932. 
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ADVriNISTRATION,   Cost   of 

ALLOTMENT  PLAN  (See  Domestic  Allotment  Flan) 

AI''OHriZATION 

Applied  to  Investments 

ASSETS  BELONGING  TO  PEra'ANENT  FU1!ES 

Cash  Balances   ...•»  

Comparison  for  Eight  Years  

Examination  of  Values   

Rise  and  Fall  in  

Special  Source  of  Increase  , 

CONSTITUTION 

Amendment  to  Sec.  2,  Art.  XVII  recommended 
Amendment  to  Art.  XXI  recommended  .... 
State  Land  Board  Created  by  Sec,  4  of   .  . 

DOMESTIC  ALLOTIffiNT  PLAN 

ENABLING  ACT,   Amendment   to 

ERICKSON,   HONORABLE  J.   E 

FARM  LOANS   

Condition  of ,, 

Observations  on  ............. 

Proposed  Settleraent  with  School  Fund  ... 

GOVERNOR  F.  H.  CCONEY  

INCOME 

Apportionment  of  ...... 

Comparison  for  past  years   ........ 

INVESTMENTS  

Itemized  Statement  of 

LANDS 
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STATE  OF  MONTANA 

rEPARTt.IENT  OF  STATE  LANDS 
AND  INVESTI.IENTS 


Helena,  Montana,  December  21,  1934 


Honorable  F.  H.  Cooney 

Governor  of  the  State  of  Montana 

Capitol 

My  dear  Governor: 

In  submitting  the  report  of  this  department  for  the  tv;o  year  period  terminat- 
ing June  30,  1934,  alio'.-;  me  to  say  that  I  am  deeply  grateful  tc  you  and  the  other 
members  of  the  State  Board  of  Land  Commissioners  for  the  most  considerate  treat- 
ment that  you  have  accorded  m.e  as  your  representative  and  agent  in  the  administra- 
tion of  that  vast  heritage  arising  through  the  Federal  Land  Grants  to  the  State  of 
Montana,  I  am  especially  appreciative  of  the  support  that  you  have  given  me  in  the 
difficult  task  of  protecting  and  conserving  this  huge  estate  for  the  benefit  of  the 
schools  and  institutions  of  the  state. 

This  department  has  had  its  special  difficulties  during  the  economic  depres- 
sion the  samu  as  other  departments  of  the  government  of  the  state.  The  income  of 
the  department  fell  slightly  below  one  million  dollars  during  the  year  ending  June 
50,  1953  -—  the  loT/est  in  nine  years.  It  increased  slightly  during  the  fiscal  year 
ending  June  30,  1934,  exceeding  $1,085,000.00.  Please  see  Table  No.  5  for  an  item- 
ized r'o-port  of  this  income.  The  ircone  since  July  1  shows  a  very  decided  increase 
over. the  income  for  the  corresponding  months  one  year  ago.  The  report  contains 
numerous  tables  giving  detailed  information  in  regard  to  income  for  various  years, 
receipts  for  the  permanent  funds,  investments  made,  permanent  assots  and  various 
other  matters. 


As  carried  on  f^ur  records  the  total  of  the  permanent  assets  belonging  to  the 
department  on  June  3C..  1934,  including  imsold  lands,  outstanding  sales  contracts, 
farm  mortgage  loans,  investments  and  cash  on  hand,  exceeded  sixty-nine  million 
dollars.  See  Table  No.  8. 

It  is  regrettable  that  this  report  cannot  be  submitted  to  you  in  printed  form 
in  accordance  with  the  established  usage  that  has  prevailed  from  the  beginning  rf 
this  department  more  than  forty  years  ago.   As  you  are  aware.  Chapter  146  of  the 
1933  Session  Laws  makes  it  -onlawful  to  use  any  state  funds  for  the  publication  of 
the  biennial  reports  of  various  departments  and  offices  of  the  state  including  this 
department.   The  wisdom  of  this  legislation  is  questioned.   The  taxpayers  through- 
out the  state  should  be  furnished  r^ith  infomiation  showing  somev/hat  in  detail  how 
this  vast  property  is  being  administered   There  is  also  a  very  considerable  demand 
for  the  report  of  this  department  from  other  states. 

Patents  to  State  Lands  Assured 

The  outstanding  acconplishment  relating  to  this  department  during  the  two  year 
period  was  the  passage  by  Congress  of  an  Act  authorizing  the  Secretary  of  the 
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Interior  to  issue  patents  to  sections  16  and  36  and  other  school  sections  "in  place". 

It  ia  not  conmonly  knovm  that  the  Stt-te  of  Montana  and  the  other  states  do  not 
have  patents  or  deeds  to  their  school  lands.  The  title  rests  on  the  granting  acts, 
court  decisions,  rulings  of  the  General  Land  Office  and  the  facts  relating  to  each 
separate  section.  1/iany  years  ago  this  office  coiranenced  to  work  for  national  legis- 
lation authorizing  the  issue  of  patents,  and  a  bill  to  this  effect  wcs  introduced  by 
Senator  Walsh,  but  failed  of  enactment  at  thtt  timo.  Senator  Erickson  reintroduced 
ihis  legislation  and  the  Act  was  signed  by  the  President  on  June  21,  1934.  The  re- 
port cf  the  Secretary  of  the  Interior  on  the  ponding  legislation  gives  some  indica- 
tion of  its  necessity  and  importance;  the  following  is  quoted  from  his  report: 

"There  has  been  no  provision  of  lew  whereby  the  states  may  be  given  evidence  of 
title  to  such  school  section  lands,  either  by  United  States  patent  or  other  formal 

instrument  of  conveyance  The  need  of  the  legislation  along  the  lines 

proposed  by  the  bill  under  consideration  has  long  been  manifest,  in  order  to  do  away 
T7ith  the  uncertainty  of  title  in  and  to  these  school  section  lands  " 

"In  the  absence  of  some  provision  by  which  the  known  condition  of  the  specified 

sections,  at  the  time  when  the  grant  takes  effect,  can  be  cscertcined  end  adjudiccted, 

and  evidence  of  title  issued  accordingly,  the  title  of  the  strte  must  remain  in 

doubt  and  be  subject  to  attack. 

"The  urgent  need  of  legislation  such  's  thr.t  proposed  by  the  bill  under  consid- 
eration is  beyond  question ". 

This  legislation  will  be  of  enduring  value  in  assuring  to  the  state  good  titl«» 
to  its  millions  of  acres  of  school  lands. 

Taylor  Grazing  Act 

On  June  28,  1934,  the  President  signed  r;hat  is  commonly  known  as  the  Taylor 
Grazing  Act  (Public  No,  482).  The  following  is  quoted  from  the  President's  state- 
ment on  approval  of  the  Act: 

"It  authorizes  the  Secretary  of  the  Interior  to  provide  for  the  protection, 
orderly  use,  and  regulation  of  the  public  ranges,  and  to  create  grazing  districts 
vrith  an  aggregate  area  of  not  more  than  80  million  acres.  It  confers  broad  powers 
on  the  Secretary  of  the  Interior  to  do  all  things  necessary  for  the  preservation  of 
these  ranges,  including,  amongst  other  powers,  the  right  to  specify  from  time  to 
time  the  number  of  livestock  which  may  graze  within  such  districts  and  the  seasons 
when  they  shall  be  permitted  to  do  so.  The  authority  to  exercise  these  powers  is 
carefully  safeguarded  against  impairment  by  state  or  local  action.  Creation  of  a 
grazing  district  by  the  Secretary  of  the  Interior  and  promulgation  of  rules  and 
regulations  respecting  it  will  supersede  state  regulation  of  grazing  on  that  part 
of  the  public  domain  included  within  such  district." 

*********** 

It  nill  be  seen  from  the  foregoing  that  it  is  entirely  different  from  the  bill 
introduced  by  Senator  Walsh  on  March  11,  1932.  That  bill  proposed  to  grant  to  the 
grant  to  the  public  land  states,  subject  to  certain  conditions,  all  the  unappro- 
priated and  unreserved  public  lands  including  the  minerals  therein.  If  enacted  in- 
to law,  the  Walsh  Bill  would  ultimately  have  been  worth  billions  of  dollars  to  the 
State  of  Montana. 


Roughly  speaking  there  is  approximately  six  million  acres  of  unreserved  public 
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lands  of  the  United  Stctes  V7ithin  the  boundaries  of  the  Str.te  of  Montcma.  Inter- 
miEgled  v/ith  these  li-.nds  thero  are  cpproxinc.tely  five  million  acres  of  stcte  Itnds, 
including  the  so-ct.llod  mortgage  lands.  The  -"dministrction  contemplated  by  the 
Taylor  Grt-zing  Act  is  not  likely  to  be  fully  in  lino  with  the  administration  that 
mast  be  given  to  the  st^ te  owned  lands  under  the  requirements  of  the  Enabling  Act 
and  the  mcndatos  of  the  Constitution.  The  lands  granted  to  the  State  of  Montana 
are  to  be  sold,  the  proceeds  from  theso  sales  to  constitute  permanent  funds  for 
our  schools  and  various  state  institutions. 

It  is  likely  that  the  r.dministrr.tion  of  grazing  districts  under  the  Taylor 
Grazing  Act  will  be  such  as  to  remove  the  incentive  to  purchase  the  state  ovmod 
lands  v/ithin  these  districts.   If  so,  the  enactment  of  the  Taylor  Grazing  bill 
would  result  in  a  material  and  permr.nent  impairment  of  the  value  of  the  lands  al- 
ready granted  to  the  State  of  Montana.  To  some  extent  it  would  tend  to  defeat  the 
very  end  and  purpose  fcr  which  the  Federal  land  grants  \.'ere  made  to  our  state. 

In  order  to  prevent  this  result,  it  will  probably  be  necessary  for  the  State 
of  Montana  to  endeavor  to  exchange  state  lands  within  such  grazing  districts  for 
other  lands  of  the  United  States  so  that  the  state  oxmed  lands  may  be  consolidated 
into  somewhat,  compact  bodies  of  considerable  size. 

As  you  are  fully  aware,  the  State  Board  of  Land  Commissioners  has  already  tak- 
en action  preparing  for  this  contemplated  exchange  and  consolidation  of  state  lands. 

I  regard  this  exchange  problem  as  the  most  important  business  now  before  this 
department . 

Stf.tG  Frrm  Loans. 


Plan  for  Repayment  t_£  the  School  Fund 

On  June  3r,  1934,  this  department  had  more  than  $4,270,000.00  invested  in 
state  farm  mortgage  loans.  Not  one  single  loan  has  been  m?-ide  since  Tecember,  1925, 
but  the  greater  portion  of  the  loans  previously  made  rei:.ain  unpaid  and  are  hopeless- 
ly delinquent.  Please  see  Table  No.  13  and  the  notes  follov;ing  for  comprehensive 
information  on  this  subject. 

There  are  1,549  loans  now  unpaid,  and  the  state  has  taken  title  to  the  lands 
under  1,114  nf  these  loans.  There  is  approximately  one  and  one-half  million  dol- 
lars accumulated  in  delinquent  interest. 

As  an  investment  for  the  public  school  funds  of  the  state,  these  loans  cannot 
be  regarded  as  satisfactory.  Under  Section  3,  Article  XI  of  the  State  Constitu- 
tion "such  public  school  fund  shall  forever  remain  inviolate,  guaranteed  by  the 
state  against  loss  or  diversion  ........  ".   It  would  appear  not  to  be  too  early 

to  adopt  a  plan  for  carrying  into  effect  this  constitutional  guaranty. 

The  recommendation  of  this  department  made  in  the  reports  of  1928,  1930  and 
1932,  is  therefore  renewed  to  the  effect  that  the  Legislative  Assembly  should  enact 
legislation  acknowledging  the  state's  indebtedness  to  the  Public  School  Permanent 
Fund  for  the  amount  actually  invested  in  such  loans,  and  make  provision  for  the 
annual  payment  of  interest  at  a  fixed  rate  and  the  systematic  repayment  of  the 
principal  itself. 

The  proceeds  from  the  loans  and  lands  taken  over  under  these  loans  must,  of 
course,  first  of  all  be  applied  toward  the  pajment  of  indebtedness  and  the  interest 
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thereon,  but  in  order  that  the  school  fund  may  ultimately  be  reimbursed  for  the 
full  amount  of  the  investment,  the  Legislative  Assembly  should  provide  additional 
funds  for  this  purpose.  It  is  suggested  that  these  funds  should  not  come  from  the 
State  General  Fund,  as  that  fund  is  already  overburdened. 

Reservation  of  Coal,  Oil,  Gas  and  Other  Minerals 

in  L'lortgage  Lands 

In  connection  with  this  recommendation  for  settlement  with  the  public  school 
fund  for  the  investment  in  state  fann  loans,  it  is  s\iggested  that  coal,  oil,  gas 
and  other  minerals  should  be  reserved  in  the  state's  mortgage  lands  approximately 
to  the  same  extent  as  they  are  reserved  in  other  state  lands. 

The  term  "mortgage  lands"  as  here  used  applies  to  all  lands  to  which  the  state 
has  found  it  necessary  to  take  title  in  connection  with  its  farm  loan  business. 
When  Chapter  60  of  the  1927  Session  Laws  was  enacted  into  law,  it  reserved  from 
sale  coal,  oil  and  gas  end  other  minerals  in  state  lands,  including  mortgage  lands 
(Section  65).   The  exception  was  made,  however,  that  if  the  land  '.vas  repurchased 
by  the  original  mortgagor  or  any  one  claiming  under  him  through  the  redemption 
period,  then  the  oil  and  gas  reservations  rould  not  apply;  all  rights  that  passed 
with  the  land  from  the  mortgagor  to  the  state  went  tack  to  the  purchaser.  But  in 
1929  the  Legislature  so  amended  this  section  that  no  mineral  reservations  whatever 
applies  to  mortgage  lands,  no  matter  v/ho  became  the  purchaser  —  Chapter  28.  Coal, 
oil  and  gas  would  thus  be  sold  outright  together  v/ith  the  land  in  which  they  are 
found. 

It  is  believed  that  this  is  not  good  legislation.  It  is  painfully  evident 
that  the  state  will  suffer  considerable  losses  in  connection  with  its  farm  loan 
business  and  every  reasonable  means  should  bo  used  for  keeping  these  losses  down 
as  low  as  possible.  The  discovery  of  oil  or  gas  in  largo  quantities  in  one  single 
tract  of  mortgage  land  might  do  considerable  towsrds  reimbiirsing  the  state  for  its 
losses.  This  would  benefit  all  the  taxpayers  of  the  state.   It  is  therefore  recom- 
mended that  this  statute  be  re-amended  approximately  to  its  original  form, 

Reductirns  in  Appropriations  and  Cost  of  Administratirn 

The  Legislative  Assembly  of  1933  failed  to  make  any  appropriation  for  the 
field  service  except  the  appropriation  for  the  chief  field  agent  end  for  one  stenog- 
rapher. The  chief  field  agent  has  all  the  work  he  can  possibly  attend  to  and  a 
little  more  right  in  the  office,  and  as  a  result  wo  have  had  no  field  men  during 
the  last  fiscal  year;  the  work  has  suffered  accordingly. 

Field  Men  Urgently  ^"eeded 

On  June  30,  1934,  wa  had  more  than  six  thousand  agricultural  and  grazing  leases 
outstanding  and  of  these  1,176  were  crop  share  leases;  there  were  119  oil  and  gas 
leases  in  effect  and  a  number  of  coal  leases  scattered  throughout  the  various  sec- 
tions of  the  state.  There  were  over  three  and  one-third  millions  of  dollars  in  out- 
standing sales  contracts  and  more  than  four  and  one-quarter  millions  of  dollars  in- 
vested in  state  farm  loans,  most  of  them  hopelessly  delinquent;  and  the  total  of 
unsold  lands  was  not  so  far  below  five  million  acres.  It  must  be  conspicuously 
evident  to  any  person  with  some  business  experience  that  this  vast  and  varied  estate 
cannot  be  satisfactorily  administered  without  a  number  of  men  in  the  field.  It  is 
doubtful  if  there  is  any  business  institution  in  the  United  States  similar  to  this 
department  that  attempts  to  run  its  business  almost  solely  through  letters  and  post- 
age stamps.  Unquestionably  considerable  financial  losses  have  resulted  from  the 
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lack  of  fiold  men. 

Tho  enectment  of  the  Taylor  Grczir.g  Act  already  mentioned  is  likely  to  neces- 
sitate the  exchange  of  hundreds  of  thousands  of  acres  of  state  Isnds  for  lands  of 
tho  United  States  and  this  uill  make  the  need  of  field  men  during  the  coninc  yoar 
even  more  urgently  necessary. 

Reduction  in  Salary  Appropriations  end  Resulting  Overdrafts 

The  reduction  in  appropriations  for  this  dopartniont  has  not  been  confined  to 
field  men.  The  total  appropriation  for  salaries  in  the  Tepartmont  of  State  Lands 
and  Investments,  exclusive  of  salaries  for  the  field  division,  has  been  022,000.00 
per  annum  for  several  years,  and  of  this  appropriation  tho  salaries  of  the  commis- 
sioner und  the  assistant  commissioner,  aggregating  ^6,000,00,  arc  fixed  by  lau, 
leaving  only  ^16,000.00  for  salaries  of  all  others. 

Tho  salary  appropriations  for  each  of  the  tv:o  fiscal  years  beginning  with  July 
1,  1933,  and  terminating  June  30,  1935,  -.vas  only  $17,740.00;  deducting  from  this 
appropriation  the  salaries  fixed  by  lav;  in  the  sum  of  $6,000,00,  leaves  a  balance 
of  only  $11,740.00  per  annum  for  ell  other  employees.  This  represents  u  cut  in 
salaries  of  those  employees  of  more  then  t-^enty-six  per  centum  from  the  appropria- 
tions for  previous  years.  It  was  found  absolutely  impossible  to  operate  the  de- 
pr.rtment  in  a  somewhat  satisfactory  nnnncr  on  this  appropriation,  and  the  salary 
account  shov.s  an  overdraft  of  $3,735.26  for  the  fiscal  year  ending  June  30,  1934. 
The  expenditures  for  salaries  are  on  the  same  basis  during  the  present  fiscal  year 
and  will  therefore  result  in  a  total  overdraft  for  sclaries  by  June  30,  1935,  of 
rpproximately  $7,500',00.  It  will  therefore  be  necessary  to  obtain  a  deficiency 
appropriation  for  salaries  for  this  department  for  the  current  fiscal  year  in  the 
sum  of  approximately  $7,500.00. 

Meager  as  the  appropriations  -..'ere  for  other  operating  costs  of  the  department 
for  the  two  fiscal  yer.rs  beginning  July  1,  1933,  and  terminating  June  30,  1935, 
there  will  bo  some  unexpended  balances  in  some  of  these  accounts  at  the  close  of  the 
tv/o  yer.r  period.  V/e  estimate  these  unexpended  balances  to  aggregate  about  $3,500.00, 
including  unexpended  balance  in  the  expense  account  of  the  chief  field  agent.  There 
is  an  appropriation  of  $2,000.00  per  r.nnum  for  travelling  and  other  expenses  for 
the  chief  field  agent,  but  as  no  appropriation  was  rT.de  for  field  men,  there  will  be 
a  considerable  balance  in  this  account  at  the  end  of  the  fiscr.l  yecr. 

If  the  Legislative  Assembly  would  authorize  the  transfer  of  all  these  unexpend- 
ed be  lances  to  the  salary  account  of  the  commissioner,  assistant  commissioner  and 
others,  a  deficiency  appropriation  of  about  $4,000.00  would  enable  the  department 
to  operate  in  the  ordinary  rx.nnor  to  the  end  of  the  fiscal  year. 

The  approprij-.tions  heretofore  made  for  salaries  will  be  exhausted  before  the 
end  of  February,  1935,  and  it  will  be  impossible  to  operate  the  department  unless 
a  deficiency  appropriation  is  made, 

"The  Laborer  is  ' '.'or thy  of  Kis  Hire" 

The  good  men  and  women  who  cc  rry  on  the  daily  grind  of  work  in  this  department 
are  entitled  to  the  fullest  consideration.  They  are  people  of  intelligence  and 
education  and  are  laboring  efficiently  and  industriously  in  the  discharge  of  their 
numerous  duties.  I  want  to  express  to  all  of  them  my  deep  appreciation  of  their 
splendid  service. 
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ThG  T.-ork  of  the  last  year  and  a  half  in  this  department  has  been  particularly 
hocvy.   The  enactnent  of  Chcptor  42  of  the  1932  Session  Lcms   prr:ctico.Ily  cutting  in 
two  grazing  rentals  on  state  lands  has  resulted  in  the  cancellation  of  the  bulk  of 
the  old  leases  and  the  issue  of  ne\7  ones. 

The  Domestic  Allotment  Plan 
And  Other  Plans 

The  Agricultural  Adjustment  Act  approved  by  thu  President  May  12,  1933,  and 
embracing  the  Domestic  Allotment  Plan  in  reg-^.rd  to  -Jheat,  has  greatly  added  to  our 
v;ork.   It  has  required  the  almost  constant  work  of  our  accountant  and  considerable 
help  from  other  clerks;  but  this  has  been  a  paying  business  for  the  department.  Up 
to  June  30,  1934,  this  department  received  from  this  source  $22,852.09  from  adjust- 
ment payments  applying  to  the  1933  crop.   This  represents  trenty  cents  per  bushel, 
and  there  was  about  eight  cents  per  bushel  yet  unpaid  v/hich  should  bring  more  than 
$9,000.00  additional,  making  the  total  adjustment  paj.-ments  coming  to  this  department 
1 Dr  one  year  just  about  $32,^00.00,  being  approximately  $4,000.00  more  than  the  total 
ap'-jropriation  for  this  department ,  including  the  fi'^ld  division,  for  the  current 
f .3',-^.l  year. 

The  total  vheat  adjustment  payments  made  to  the  farmers  throughout  the  State 
of  Montana  applying  to  the  1933  crop  exceeds  six  and  one-quarter  million  dollars. 

I  trust  that  you  will  pardon  me,  dear  Governor,  for  saying  that  I  take  some 
pride  in  having  helped  to  shape  the  Domestic  Allotment  Plan  in  so  far  as  it  relates 
to  wheat.  The  report  of  this  department  for  1932  contains  a  comprehensive  exposi- 
tion of  the  plan  v/hich  was  then  in  its  fornrtive  stages.  See  page  104  and  follow- 
ing pages.  More  comprehensive  plans  relating  to  economics  and  public  finance  v/ill 
be  found  in  this  report.  The  troubled  conditions  still  prevailing  throughout  the 
state  and  nation  and  the  vastness  of  the  estate  that  we  endeavor  to  manage,  require 
our  very  best  thinking  and  some  boldness  of  initiative  and  plarJiing. 

A  Revenue  Producing  De-partment 

During  the  last  nine  fiscal  years  the  total  earnings  of  this  department  have 
amounted  to  more  than  $11,800,000.00,  an  average  of  more  than  $1,300,000.00  per 
annum.   It  would  appear  to  be  the  part  of  TTisdom,  particularly  during  these  hard 
times,  to  make  sufficient  appropriations  for  this  revenue  producing  department  to 
enrible  it  to  function  v;ith  a  fair  degree  of  efficiency.   I  know  that  this  is  in  full 
accord  with  your  ideas  and  sentiments. 

Very  respectfully. 


IMB:FS  I.  M.  BRAND  JOED,  COm'USSIOl^'ER. 
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Observations  on  Table  IX. 

This  table  shows  the  gross  income  for  the  Public  schools  and  all  institu- 
tions and  funds  receiving  income  through  this  department. 

The  rise  and  fall  of  this  income  furnish  a  good  index  of  the  changing  eco- 
nomic conditions  during  the  last  nine  years.  The  changes  in  interest  collec- 
tions on  land  sales  and  farm  mortgages  are  particularly  significant.  The 
table  shows  that  the  highest  inome  was  reached  in  1929  with  a  total  exceeding 
one  million  five  hundred  and  eighty-eight  thousand  dollars;  it  reached  the 
bottom  in  1933,  falling  slightly  below  one  million  dollars.  The  income  for 
the  fiscal  year  ending  June  30 >  1934,  shows  a  slight  increase.  After  de- 
ducting the  income  from  new  sources,  the  increase  is  only  about  ^39 ,000.00; 
but  the  increase  is  in  reality  more  than  these  modest  figures  would  indicate: 
In  llay,  1933,  the  State  Board  of  Land  Cor.imis  si  oners  authorized  the  exchange 
of  ;^3,'^74,000,00  of  State  General  Fund  V/arrants,  held  as  an  investment  for 
the  Public  School  Permanent  Fund,  for  State  Funding  bonds  of  I'.ay  1,  1933. 
This  resulted  in  the  payment  of  all  the  accrued  interest  on  these  warrants 
during  the  month  of  I.Iay,  The  total  of  such  interest  paid  during  that  month 
exceeded  ^^142 ,000.00.  Some  of  that  interest  v/as  earned  during  the  preceding 
fiscal  year,  and  some  of  it  would  not  have  been  paid  until  the  next  fiscal 
year,  if  it  were  not  for  the  bond  issue. 

It  will  be  noted  that  the  total  interest  collected  on  state  general  fund 
warrants  during  the  fiscal  year  ending  June  30,  1933,  amoxinted  to  '■;1'78,801,66, 
while  it  was  only  about  v2 ,500.00  for  the  last  fiscal  year.  Part  of  this 
decrease  in  interest  from  warrants  is  offset  by  increased  collections  of  bond 
interest. 

It  is  worth  noting  that  during  the  last  fiscal  year  nearly  one-half  of 
the  entire  income  consisted  of  interest  on  bonds.  The  total  of  all  interest 
collections  amounts  to  ,i755,310,53  or  nearly  seventy  per  centum  of  the  entire 

income . 
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General  Observations  on  Table  ZI. 

It  will  be  noted  that  there  have  uot  beor  any  violent  fluctuations  in  the 
fig';ires  re-presenting  the  perria?ient  asseta.  ApproxL' lately  seventy  j.er  centmn  of 
the  total  pemianent  asse"^'S  is  represented  by  unsold  lands,  and  these  la..ds  have 
been  carried  at  the  unifora..  price  of  ,10.00  per  acre  froi..  year  to  year.  Land 
sales  contracts  and  farm  mortgages  are  carried  at  the  exact  amoxint  of  the  unpaid 
balances;  bonds  and  other  investriients  are  carried  at  their  full  face  value.  All 
the  same,  the  table  reflects  in  a  general  way  the  changing  economic  conditions. 
There  was  a  rapid  increase  in  assets  up  to  1930;  and  they  are  slightly  lower  at 
the  present  tii.e.  It  is  encouraging  to  note  that  the  total  assets  increased 
nearly  two  million  dollars  froxn  June  30,  1926  to  June  30,  1934.  It  is  even  more 
encouraging  that  this  increase  in  total  assets  has  been  accor.-anied  with  a  gen- 
eral shift  tovvard  bond  investments.  On  June  30,  19'-'6 ,  the  total  ar:ount  in- 
vested in  bonds  and  stote  geueral  fund  warrants  was  .,8,422,160.50;  on  June  30, 
1934,  the  total  investue.it  in  bonds  was  12, ?96 ,579.32  —  an  increase  sub- 
stantially above  four  million  dollars. 

II 5E  A--D  7ALL  IN  ASSETS 

Although  the  lands  have  been  carried  at  th>3  uniforr::  ;  rice  of  10.00  per 
acre  throughout  all  the  years  covered  by  the  table,  this  account  shows  an  in- 
crease of  nearly  two  million  dollars.  This  increase  is  largely  due  to  the 
heavy  cancellations  of  land  sales  contracts.  Vflien   such  contracts  are  can- 
celled, the  lands  are  restored  to  the  unsold  lands  class.  These  cancellations 
res\xlt ,  however,  in  correspondingly  heavier  losses  in  the  account  of  deferred 
pa:a.ients  on  land  sales,  as  they  were  carried  in  that  account  at  the  full  amount 
of  the  un 'aid  balances  which  usually  far  exceeds  10.00  per  acre. 

These  extensive  cancellations  of  r)u"chase  contracts  will  largely  account 
for  the  heavy  decrease  in  this  class  of  assets  during  the  nine  year  period 
covered  by  the  table.  The  remainder  of  the  decrease  in  this  account  is  due 
to  actual  pa^Ti^ents  made  on  the  contracts. 

.'hile  the  cancellation  of  certificates  results  in  a  net  decrease  in  the 
total  assets,  the  sale  of  state  lands  at  a  higher  price  than  10.00  i:er  acre 
will  result  in  a  net  increase  in  the  total  assets  as  carried  on  our  records. 

The  receipts  fror,:  tinbar  sales  and  fron  oil,  gas  and  coal  royalties  are 
constantly  added  to  the  peraanent  funds  without  a  corresponding  deduction  from 
the  value  of  the  lands  from  which  they  are  taxen;  the  lands  are  still  carried 
at  ;,10,00  per  acre.  These  itei.is  are  a  constant  source  of  increase  in  the  funds. 
It  so  happens  that  u:  to  this  time  no  oil  in  comrr.ercial  quantities  has  been 
discovered  outside  of  lands  belonging  to  the  Public  Schools;  hence  only  the 
Public  School  remanent  Fund  has  so  far  benefits"  from  oil  royalties.  But  if 
oil  in  commercial  quantities  is  discovered  in  any  other  lands,  the  institutions 
and  funds  to  which  they  belong  will  receive  the  full  benefit. 

See  Tables  II,  VI  and  X  for  detailed  inforriation  on  receipts  from  these 
sources, 

SPECIAL  SOURCE  OF  IICRPJ^E  FOR  TIiE  PUBLIC 
SCHOOL  FER^AITilW  FUl'D 

An  araendment  to  Section  5  of  Article  XI  of  the  State  Constitution,  of 
which  amendr.ient  the  present  commissioner  is  the  author,  is  a  source  of 
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stantinl  additions  to  the  Public  School  Permanent  Fund,  This  ariendment  was 
p<^-.S2ed  by  the  State  Legislature  in  1919,  approved  by  the  vote  of  the  people  at 
the  election  in  liovenber,  1920,  and  becar.e  effective  as  part  of  the  constitu- 
tion under  the  Governor's  proclamation  of  Decenber  6,  1920.  This  amendment 
provides  ar'.ong  other  things  that  five  per  centum  of  the  total  income  for  the 
Public  School  Funds  shall  annually  be  added  to  the  perr.anent  fund  itself  and 
•'"become  and  forever  rer.iain  an  inseparable  and  inviolable  part  thereof'.'. 

The  additions  that  have  been  made  to  the  Public  School  Permanent  Fund 
under  this  araendment  are  as  follows: 

Larch  1921 7,442.22 

Larch  1922 41,253.83 

^:a^ch  1923 49,314.52 

March  1924 46,967.18 

Harch  1925 , 43,063.93 

J'arch  1926 53,275.11 

Feb.   1927 68,259.05 

Feb.  1928 61,695.53 

April  1929 67,045.19 

Iviarch  1930  .  *  .  .  .  . 71,348.68 

April  1931 57,192.39 

April  1932 43,934.69 

Earch  1933 37,206.68 

Feb.  1934 41,652.83 

Total >89 ,631.83 

As  this  addition  is  a  certain  percentage  of  the  total  income  per  year, 
the  annual  addition  will  increase  as  the  incor.e  itself  increases.  It  will 
thus  be  seen  that  it  is  an  important  source  in  the  perpetual  growth  of  the 
Public  School  Permanent  Fund, 
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THE  VARiCUS  CiJlSSES  OF  PEK'JliCNT  ASSETS  —  ZTCAjnKATION  OF  VALUES 

(Total  of  all  Assets  June  30,  1934,  C;69 ,303,473,00,  See  Table  VIII  and 
Table  XI,) 

1.  Unsold  Lands 
{.;;48,594,104.90) 

Up  to  May  7,  1932,  the  minir.iura  sales  price  on  state  lands  under  the  Enabling 
Act  was  llO.OO  per  acre.  On  that  date  the  Fi^esident  of  the  United  States  signed 
an  act  of  Congress  fixing  the  price  of  $5,00  per  acre  as  the  minimum  sales  price 
on  lands  principally  valuable  for  grazing  purposes.  The  minimum  sales  price  on 
agricultural  lands  was  retained  at  the  original  figure  of  $10.00  per  acre.  Not- 
withstanding this  change  in  the  Enabling  Act,  we  have  continued  to  carry  the 
state's  unsold  lands  at  the  average  price  of  $10 -CO  per  acre.  As  these  lands  at 
the  present  time  constitute  approxitiately  seventy  per  centum  of  the  total  per- 
manent assets,  it  is  of  interest  to  endeavor  to  ascertain  if  they  are  really 
worth  this  average  price  of  $10.00  per  acre. 

The  average  sales  price  on  all  state  lands  so  far  sold  is  approximately 
vl5.Si0  per  acre;  but  no  doubt  the  more  valuable  lands  were  sold  first.  The  change 
in  the  Enabling  Act  permitting  grazing  lands  to  be  sold  at  ^5.00  per  acre  will  no 
doubt  result  in  the  sale  of  considerable  areas  of  this  class  of  land  and  this  will 
bring  down  the  average. 

The  proceeds  from  timber  sales  and  the  royalties  on  coal,  oil  and  gas  and 
on  other  minerals  will  to  some  extent  offset  the  decreased  average  price  on  agri- 
cultural and  grazing  lands  which  may  be  expected  in  the  future. 

For  detailed  information  in  regard  to  the  distribution  of  the  unsold  lands 
throughout  the  fifty-six  counties  of  the  state,  please  turn  to  Table  XII,  appear- 
on  pages  33,  34  and  35. 

2.   Deferred  Payments  on  Land  Sales 
(Certificates  of  Purchase) 
($3,393,197.69) 

This  class  of  assets  is  carried  at  the  exact  amount  from  time  to  time  unpaid 
on  the  sales  contracts,  or  certificates  of  purchase  as  they  are  usually  called, 
not  considering  accrued  interest.  Our  State  lands  have  at  all  times  been  sold  on 
some  kind  of  a  deferred  payment  plan,  except  in  the  few  cases  where  the  purchaser 
has  made  full  pajonent  at  the  time  of  sal-j.  Under  present  statutes,  the  purchaser 
is  only  required  to  pay  about  tun  per  centum  at  the  tirr.o  of  sale.  The  balance  of 
the  purchase  price  draAvs  interest  at  the  rate  of  five  per  centum  per  annum  and  is 
payable  on  the  amortization  plan  through  a  period  of  thirty-three  years.  The  an- 
nual interest  added  to  the  annual  installment  on  principal  conos  to  six  and  one- 
quarter  per  centum  of  the  sales  price  after  deducting  the  payment  made  at  the  time 
of  sale.  This  will  pay  the  entire  purchase  price  during  the  thirty-three  year 
period.  The  deferred  payr.ent  plan  results  in  a  far  greater  number  of  sales,  but 
it  also  results  in  default  in  payments  in  a  great  number  of  cases  bringing  about 
cancellation  of  the  contracts.  However,  the  present  amortization  plan  of  payment 
is  very  helpful  to  the  purchaser  and  considered  in  all  its  bearings  it  is  net  far 
from  ideal.  It  would  probably  be  better  to  have  the  pa^nnents  made  semi-annually. 
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On  account  of  the  continuation  of  the  deplorable  economic  conditions  during 
the  last  two  years,  a  great  nuuber  of  purchase  contracts  have  been  caaoelled.  Usu- 
ally the  purchasers  have  surrendered  their  contracts  for  cancellation  and  have 
talcon  the  land  under  Icasu..  The  following  tabulations  give  full  infoi-ration  in 
regard  to  tho  canci^llation  of  cortjficatos  duriiig  the  two  year  period  cor^rcd  by 
this  report: 


Certificates  of  Purchase  Cancelled 
July  1,  1932,  to  June  '60,   1933 


.^ 


Balance  of 

Number 

Acree.Te 

Principal  Unpaid 

6 

1,120.00 

7,194.40 

212 

42,822.72 

533,522.46 

228 

46,669.31 

600,166.19 

446 

90,612.03 

$1,140,883.05 

Kind  of  Certificate 

20  Year  Certificates 

Converted  Amortization 

Certificates 

Whjw  33  year  Amortization 

Certificates 

Totals 

The  final  approval  of  the  cancellation  of  these  certificates  was  given  by  the 
State  Board  of  Land  Commissioners  on  January  30,  1933,  page  960  of  proceedings  and 
on  October  3,  1933,  pages  1004-1005  of  proceedings. 


Certificates  of  Purchase  Cancelled 
July  1,  1933,  to  June  30,  1934 


Kind  of  Certificate 

20  Year  Certificates 

Converted  Araortization 

Certificates 

New  33  Year  Amortization 

Certificates 

Totals 


Number 

11 

233 

197 

441 


Acreage 

2,587.90 
44,416.28 
40,589.45 
87,593.61 


Balance  of 
Principal  Unpaid 

11,788.90 

486,447.62 


494,657.90 


$992,874.42 


The  final  approval  of  the  cancellation  of  these  certificates  was  given  by  the 
State  Board  of  Land  Commissioners  on  December  28,  1933,  pages  1015-1016  of  prn- 
oeedings,  and  on  September  12,  1934,  pages  1086-1089,  both  inclusive,  of  proceed- 
ings. 

Consolidated  Statement  of  Certificates  Cancelled  for  the 
I  Two  Year  Period 


Kind  of  Certificate 


20  Year  Certificates 

Converted  Amortization 

Certificates 

New  33  Year  Amortization 

Certificates 

Totals 


Balance  of 

Number 

Acrea--^e 

Principal  Unpaid 

17 

3,707.90 

18,983.30 

445 

87,239.00 

1,019,970.08 

425 

87,058.74 

1,094,RC4.09 

887 

178,005.64 

$2,133,757.47 
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Persons  not  acquainted  with  the  lens  tenn  payment  plan  for  state  lands  might 
easily  reach  the  erroneous  conclusion  that  the  cancellation  of  nearly  900  jmrchase 
contracts  embracing  approximately  178,000  acres  of  land  would  involve  great  losses 
to  the  purchasers;  but  this  is  not  necessarily  the  case.  It  should  be  taken  into 
t-ccount  that  under  present  statutes  the  cash  paj-ment  on  state  lands  required  at 
the  time  of  sale  is  only  ten  per  centun:  of  the  purchase  price  and  that  the  remain- 
der is  payable  on  the  amortization  plan  tlirough  a  thirty-three  year  period.  The 
use  of  the  land  for  several  years  without  payments  will  offset  the  payments  made 
whether  we  figure  interest  on  the  purchase  price  or  figure  rent  for  the  land, 
v;hich  should  amount  to  the  same. 

Of  the  887  certificates  cancelled  during  the  two  year  period,  425  were  origi- 
nally issued  as  thirty-three  year  airiortization  certificates;  and  445  had  been  con- 
verted into  thirty-three  year  amortization  certificates  or  contracts.  Only  seven- 
teen of  the  certificates  cancelled  were  twenty-year  contracts.  It  is  probable 
that  on  the  average  the  payments  made  did  not  represent  more  than  interest  on  the 
purchase  price. 

Extreme  care  was  exorcised  in  the  cancellation  of  these  certificates  of  pur- 
chase. The  holders  were  given  ample  opportunity  to  decide  what  course  would  be 
more  adveoitageous  to  themselves  before  cancollation  was  made.  With  comparatively 
few  exceptions,  the  certificates  wore  surrendered  for  cancellation  by  the  holders 
and  leases  taken  on  the  land.  The  exceptions  consist  of  cases  where  the  people 
had  moved  away  frora  the  state  and  had  entirely  abandoned  the  land  or  where  they 
failed  to  make  any  response  whatever  to  the  notices  and  letters  sent  them. 

3.  Farm  Mortgage  Loans 
($4,270,562.27) 

It  is  not  likely  that  the  state  will  ever  be  able  to  collect  the  full  amo\mt 
invested  in  these  loans;  considerable  losses  will  no  doubt  be  suffered.  The  de- 
crease in  these  investments  during  the  two  year  period  is  only  a  little  above 
$3,000.00.  But  as  it  represents  investments  from  the  public  School  Permanent 
Fund  which  is  guaranteed  by  the  Constitution  against  diversion  or  loss,  the  state 
itself  must  ultimately  make  good  any  losses  resulting  to  this  fund.  See  Table  No. 
XIII  and  the  notes  following  for  detailed  information  in  regard  to  this  class  of 
assets,  A  plan  for  the  repayment  of  the  money  invested  in  these  loans  to  the  Pub- 
lic School  Permanent  Fund  has  been  suggested  in  three  previous  reports  of  this  de- 
partment and  is  repeated  in  this  report.  See  page   76  , 

4,  Bonds  and  State  Warrants 


Federal  Land  Danlc  Bonds $  1,088,500.00 

.  .  .    3,988,599.75 
.  .  .    7,519,479.57 


State  Bonds  

County,  City,  Town  and  School  District  Bonds 

Total 


$12,596,579.32 


The  Federal  Land  Bank  Bonds  and  the  bonds  of  the  State  of  Montana  are  as 
safe  as  the  Government  of  the  United  States  and  the  State  of  I^ontana. 

All  bonds  now  being  purchased  by  this  department  and  issued  by  the  political 
subdivisions  of  the  state  are  payable  on  the  aniortizatioti  plan  or  on  the  serial 
plan,  and  this  circumstance  vastly  improves  the  safety  of  the  investment  as  the 
bonds  are  repaid  in  semi-annual  installments  throughout  the  term  for  which  they 
were  issued. 
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Considering  the  F.illions  invested,  tho  total  of  all  delinquencies  on  July  1, 
1934,  ras  very  small  and  no  great  loss«a  ere  anticipated, 

5.  Cash  Balances 
($449,029.62) 

The  cash  balances  in  the  various  permanent  fxmis   aggregating  '1^449,029.62  are 
in  the  custody  of  the  State  Treasurer  and  are  deposited  in  the  various  depositaries 
designated  for  the  deposit  of  other  state  funds.  These  permanent  funds  so  depos- 
ited are  protected  against  loss  through  surety   company  bonds  or  by  the  deposit  with 
the  State  Treasurer  of  various  securities  prescribed  by  law  in  the  same  meinner  and 
to  tho  same  extent  as  other  funds  in  his  custody. 

All  cash  balances  belonging  to  the  various  income  funds  are  likewise  in  the 
custody  of  the  State  Treasurer  and  enjoy  the  same  protection  against  loss  as  the 
permanent  funds. 

Additional  Information  In  Regard  to  State  Bonds  Held 
by  This  Department 

On  account  of  the  large  investments  made  by  this  department  in  various  kinds 
of  bonds  issued  by  the  State  of  Montana,  it  appears  appropriate  to  give  some  addi- 
tional information  in  regard  to  these  bonds  showing  when  and  for  what  purpose  they 
were  issued,  the  rate  of  interest  they  bear,  the  time  when  they  become  due,  tho 
provisions  made  for  their  rcpaymont  and  so  forth.  For  the  sake  of  greater  clarity, 
these  bonds  will  be  discussed  in  the  order  in  which  they  were  issued  as  follows: 
(a)  Capitol  Building  Bonds,  (b)  Educational  Bonds  and  (c)  Funding  Bonds, 

(A)   CAPITOL  RIILDING  BONDS  HELD  Ef  THIS  DEPARTltEI'ST  OK  JUNE  30,  1934 


Total  Bal- 

ance of 

Hold  by  Y/hat  Fund 

Date  of 

7/hen  Inter- 

Series 

Amount 
35,000,00 

Each  Issue 

or  Institution 

Issue 

Due 

est 

2nd  Issue  $ 

Public  School 

Permanent  Fund 

5-1-09 

5-1-39 

5^ 

n     n 

53,000.00 

State  University 

II 

n 

5fo 

n           n  ■ 

166,000.00 

Agricultural  College 

Morrill  Grant 

n 

II 

59i 

n            n 

90,000.00 

School  of  Mines 

n 

II 

5% 

II     II 

39,000.00 

State  Normal  Schools 

II 

II 

5% 

II     » 

55,000.00 

0410,000,00 

Deaf  and  Dumb  Asylum 

» 

II 

^ 

3rd  Issue 

7,000.00 

State  University 

10-1-11 

10-1-41 

5% 

II    « 

88,000.00 

Agricultural  College 

Morrill  Grant 

n 

n 

% 

n     II 

5,000,00 

100,000.00 

School  of  Minos 

n 

» 

5% 

Cap. Annex 

50,000.00 

Public  School 

Permanent  Fund 

5-1-19 

5*1-49 

'^0 

5th  Issue 

11,804.75 

Public  School 

Permanent  Fund 

4-1-25 

4-1-40 

4>i 

Total  Unpai 

d  Balances 

On  June  30, 

1934 

$579,804,75 

(^   0^ 


CU  rH  PJ 


0 


Sorios 
1st  Issue 
2nd   " 
3rd   " 
Cap. Ann ex 
5th  Issue 


Purpose 


RECAI^ITULATION 

Date  of 
Issue 


Erection  of  Crieinal  Capitol  7-1-98 
Building  of  I'wo  Winga  5-1-09 
Complotion  of  '.Vings  10-1-11 
Board  of  Health  Building  5-1-19 
Building  of  Vault 4-l-£5 


Total  Araount 
of  Issue 

$  350,000.00 

500,000,00 

150,000.00 

50,000.00 

25,000.00 


29. 

Amount 

Now  Unpaid 

None 
$  418,000.00 
100,000.00 
50,000.00 

11,B04.75 


Totals 


$1,075,000.00    $  579,804.75 


All  outstanding  Capitol  Building  Bonds  amounting  to  $579,804.75  are  held  by 
this  Department. 

Payments  on  interest  and  principal  arc  made  exclusively  from  the  proceeds  of 
the  Land  Grant  for  buildings  at  the  State  Capital.  Those  bonds  are  not  a  direct 
obligation  of  the  State;  but  under  the  various  acts  authorizing  their  issue  they 
constitute  liens  on  all  proceeds  from  the  sale  and  other  disposition  of  the  lands 
granted  by  the  Enabling  Act  for  the  erection  of  buildings  at  the  Capital  of  the 
State  originally  aggregating  182,000  acres.  The  total  value  of  the  Capitol  Build- 
ing grant  at  the  present  time  is  carried  on  our  records  at  $1,361,744,86,  as  shown 
by  Table  No.  VIII.  But  these  assets  can  be  converted  into  cash  only  as  demand 
arises  for  the  purchase  of  the  land  or  its  timber  and  other  resources. 

The  foregoing  summary  shows  that  the  first  Capitol  Building  Bonds  were  issued 
thirty-six  years  ago,  and  that  the  total  amount  of  all  Capitol  Building  Bonds  is- 
sued is  ^1,075,000.00;  that  of  this  amount  only  5495,195.25  on  the  principal  has 
been  repaid  during  the  thirty-six  year  period,  and  that  nearly  $580,000.00  remains 
unpaid. 

The  entire  balance  of  the  second  issue  in  the  sum  of  0418,000.00  becomes  due 
on  May  1,  1939,  During  the  last  seven  years,  the  total  receipts  from  the  land 
grants  has  averaged  $34,578.50  and  the  total  annual  interest  requirements  on  the 
balance  now  unpaid  is  nearly  $29,000.00.  Last  year  the  total  receipts  were  only 
$22,587.97. 

HISTORY  OF  CAPITOL  BUILDING  BONDS 

The  first  Issue  of  Capitol  Building  Bonds  has  been  paid  in  full.  This  issue 
was  authorized  by  Senate  Bill  No,  72  enacted  into  lav/  by  the  Legislative  Assembly 
of  1897,  approved  March  4,  1897,  and  issued  for  the  "purpose  of  erecting  a  build- 
ing to  be  known  as  the  State  Capitol  Building  to  be  located  in  the  City  of  Helena", 
The  total  amount  of  the  issue  was  $350,000.00,  consisting  of  three  hundred  and 
fifty  bonds  of  $1,000.00  each,  dated  July  1,  1898,  due  in  thirty  years,  redeemable 
in  fifteen  years  and  drawing  interest  at  the  rate  of  six  per  centum  per  annum, 
payable  semi-annually. 

The  report  of  the  Capitol  Commission  shows  that  great  difficulties  were  en- 
countered in  attempting  to  sell  this  bond  issue,  but  the  entire  issue  of  $350,000.00 
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was  finally  sold  to  Th-— las  Cruse  of  Helena,  at  full  face  value,  which  was  paid 
in  cash.  The  cancelled  bonds  in  the  office  of  the  state  auditor  show  that  a  con- 
siderable block  of  the  bonds  were  paid  long  before  the  final  duo  date. 

The  Second  Issue  of  Capitol  Building  Bonds  was  authorized  by  Chapter  63  of 
the  Laws  of  1909,  Sections  5554  to  5570  of  the  Revised  Codes  of  1921,  and  the  pur- 
pose of  the  issue  was  to  obtain  funds  for  building  two  wings  on  the  Capitol  Build- 
ing. The  total  issue  was  0500,000.00,  consisting  of  five  hundred  bonds  of  $1,000.00 
each,  dated  May  1,  1909,  due  in  thirty  years,  redeemable  in  fifteen  years  and  draw- 
ing interest  at  the  rate  of  five  per  centum  per  annum,  payable  semi-annually. 

The  Third  Issue  of  Capitol  Building  Bonds  was  authorized  by  Chapter  2  of  the 
Laws  of  the  Extra  Session  of  1909  approved  December  30,  1909,  and  the  purpose  of 
the  issue  was  to  obtain  additional  funds  for  completing  the  two  wings  on  the  Capi- 
tol Building.  The  total  issue  was  ^150 ,000.00,  consisting  of  one  himdred  and 
fifty  bonds  of  J>1,000.00  each,  dated  October  1,  1911,  due  in  thirty  years,  redeem- 
able in  fifteen  years  and  drawing  interest  at  the  rate  of  five  per  centum  per  an- 
num, payable  semi-annually. 

The  said  Chapter  2  of  the  Laws  of  1909  does  not  appear  to  be  incorporated  in 
the  Revised  Codes  of  19E1,  but  a  specific  reference  to  tlie  act  is  made  in  Section 
5570  of  the  said  codes. 

The  Capitol  Annex  issue  was  authorized  by  Chapter  194  of  the  Laws  of  1919, 
Section  5590  to  5605,  and  the  purpose  of  the  issue  was  to  obtain  funds  for  "erect- 
ing an  annex  to  the  State  Capitol  Building  on  the  State  Capitol  grounds 

for  use  as  a  laboratory  and  office  for  the  State  Board  of  Health".  The  total  is- 
sue was  $50,000.00,  consisting  of  fifty  bonds  of  01,000.00  each,  dated  May  1,1919, 
due  in  thirty  years ,  redeemable  in  fifteen  years  and  drawing  interest  at  the  rate 
of  five  per  centum  per  annum,  payable  semi-annually. 

The  Fifth  Issue  (vault  bonds)  v/as  authorized  by  Chapter  26  of  the  Laws  of 
1925,  to  obtain  funds  "for  the  purpose  of  constructing  a  permanent  fire-proof  and 
burglar  proof  vault  for  use  in  connection  with  the  office  of  the  state  treasurer". 
The  total  issue  was  $25,000.00,  consisting  of  twenty-five  bonds  of  $1,000.00  each, 
dated  April  1,  1925,  di'awing  interest  at  the  rate  of  four  per  centum  per  annum, 
both  principal  and  interest  to  be  payable  semi-annually  on  the  amortization  plan 
through  a  period  of  fifteen  years  from  the  date  of  issue. 


(In  addition  to  the  foregoing  bond  issues,  some  appropriations  from  the  State 
General  Fund  have  also  been  made  for  the  erection  of  the  State  Capitol,  for  im- 
provement of  the  grounds  and  for  equipment.  Through  House  Bill  No.  174  enacted 
into  law  by  the  Legislative  Assembly  of  1901,  a  total  of  $119,165.26  was  appropri- 
ated for  the  Capitol  Building  and  grounds  and  ;-.60 ,000.00  for  equipment.  There  may 
have  been  other  appropriations  from  the  General  Fund.) 
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(B)        STAVE  EDUCAT 

xCIAL 

30N-DS 

Held  by  Taat  Fund 

Date  of 

■.Vhen 

Inter- 

or Institution 

Amount 

Series 

Issue 

Due 

est 

Public  School  Pertianent 

,;118,000.00 

IIQIt 

1-1-24 

1-1-24 

4     2>/4:% 

n                  n                     »f 

50,000.00 

"H" 

7-1-25 

7-1-45 

M. 

H                           ft                                »l 

36,395.00 

"}?' 

7-1-26 

7-1-46 

¥lo 

n                  II                     II 

10,000.00 

"L" 

7-1-26 

7-1-46 

4% 

State  University 

20,000.00 

"G" 

1-1-24 

1-1-44 

4  3/4^ 

Agricultural  College-Iv'.orri 

11     10,000.00 

"G" 

1-1-24 

1-1-44 

4  3/4^ 

II                    II                II 

45,000.00 

"IV 

1-1-27 

1-1-47 

3  3/4^ 

School  of  Mines 

20,000.00 

IIQll 

1-1-24 

1-1-44 

4  3/45S 

State  Normal  Schools 

20,000.00 

"G" 

1-1-24 

1-1-44 

4  3/4$*, 

State  Reform  School 

3,300.00 

"N" 

1-1-28 

1-1-48 

4   1/2/0 

M                                 11                                 1? 

2,100.00 

"0" 

1-1-28 

1-1-46 

4   l/2f: 

TOTAL 

1334,795.00 

Through  Initiative  TvCeasure  No.  19  enacted  into  law  at  the  general  election 
held  November  2,  1920,  the  people  of  this  state  authorized  the  issue  of  bonds  in 
the  total  Sim  of  $5,000,000.00  in  excess  of  the  constitutional  limitation  of  in- 
debtedness and  in  addition  to  the  bonds  then  outstanding,  the  money  derived  from 
the  bonds  "to  be  used  for  the  purpose  of  constructing,  repairing  and  equipping 
necessary  buildings  at  the  several  education  institutions  of  the  State  of  Monta- 
na  ",   The  total  amount  authorized  was  issued  in  installments  through  a 

period  of  about  seven  years,  each  installment  falling  due  twenty  years  from  the 
date  of  issue. 

Section  7  of  this  initiative  measure  provides  for  the  annual  levy  of  ten- 
twelfths  of  one  mill  on  each  dollar  of  the  assessed  valuation  upon  all  property 
in  the  state  subject  to  taxation  for  the  payment  of  interest  and  principal  of  the 
bonds  as  the  same  became  due. 

On  June  30,  1934,  the  total  amount  of  the  bonds  outstanding  had  been  reduced 
to  -pS, 475, 000. 00  of  which  this  department  held  .ip334,795.00  as  shown  by  the  fore- 
going tabulation. 

Chapter  23  of  the  Lav^s  of  1931  authorizes  the  State  Board  of  Examiners  to 
issue  and  sell  refunding  bonds  in  an  aggregate  amount  not  exceeding  ^1,600,000.00 
to  pay  and  redeem  an  equal  amount  of  series  "A"  and  "B"  of  the  said  educational 
bonds,  the  purpose  being  to  obtain  a  lower  rate  of  interest. 

In  May,  1934,  the  State  Board  of  Examiners  commenced  proceedings  for  the  is- 
sue and  sale  of  refunding  bonds  authorized  by  the  said  Chapter  23  in  the  sum  of 
$1,200,000.00.  The  bonds  were  not  actually  issued  until  July  1,  1934,  and  the 
interest  rate  obtained  was  only  four  per  centum  per  annum. 

The  purchasers  of  the  refunding  bonds  maintained  that  the  said  tax  of  ten- 
twelfths  of  one  mill  provided  for  the  pajTnont  of  interest  and  principal  of  the 
original  bond  issue  was  intended  to  bo  levied  and  calculated  on  the  full  assessed 
valuation  and  not  on  the  percentage  valuation  upon  which  other  taxes  are  computed. 
The  refunding  bonds  were  to  be  paid  from,  the  proceeds  of  this  levy  of  ten-twelfths 
of  one  mill  and  the  successful  bidders  for  the  refunding  bonds  made  their  bid 
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contingont  upon  a  dociaion  holding  that  this  tax  levy  applied  to  the  full  assessed 
valuation  and  not  to  tho  percentage  valuation.  The  question  found  its  way  into 
the  Supremo  Court  tiirough  the  case  of  State  ex  rol.  E.  S.  Judd,  Relator,  vs.  State 
Board  of  Examiners,  r;aspondcnts.  In  an  unanimous  opinion  handed  down  by  the  court 
on  Hay  18,  1934,  tho  court  hold  that  the  said  tux  of  ten-twelfths  of  one  mill  is 
to  be  levied  on  the  full  assessed  valuation  of  tho  taxable  property  of  the  state. 
This  decision  will  have  the  efffct  of  more  than  trebling  the  proceeds  from  this 
tax  and  should  have  tho  effect  of  retiring  all  the  remaining  educational  bonds, 
including  the  refunding  bonds,  in  less  than  six  years. 

It  appears  therefore  that  the  investments  of  this  department  in  the  educa- 
tional bonds  of  tho  State  of  I/ontana  are  highly  secure  both  with  regard  to  tho  pay- 
ment of  interest  and  the  ropaymont  of  principal. 

(C)   STATE  FUNDING  BONDS 
(:33,074,000.00) 

Chapter  10  of  the  laws  of  the  regular  session  of  the  Legislative  Assembly  of 
1933  authorized  tho  issuance  of  bonds  of  tho  State  of  Montana  in  a  sum  not  exceed- 
ing $4,500,000,00  to  fluid  the  indebtedness  of  the  state  represented  by  general 
fund  warrants.  The  total  amount  actually  issued  was  >^, 237 ,000,00  drawing  inter- 
est at  the  rate  of  four  per  centum  per  annum,  payable  semi-annually,  and  the  bonds 
themselves  are  payable  serially,  beginning  with  January  1,  1936,  and  terminating 
with  January  1,  1953. 

Section  3  of  the  said  Chapter  10  sets  aside  and  appropriates  the  amount  of 
all  license  taxes  during  each  year  which  are  required  to  be  paid  into  the  general 
fund,  except  gasoline  taxes,  for  the  payment  of  interest  and  principal  on  these 
bonds.  If  these  license  taxes  are  more  than  sufficient,  the  balance  will  be  a- 
vailable  for  other  purposes.  If  for  any  reason  these  license  taxes  should  at  any 
time  be  insufficient  to  meet  the  required  payment s ,  provision  is  made  for  the  levy 
of  a  sufficient  tax  upon  the  taxable  property  of  the  state,  which  tax  is  to  be 
computed  on  the  percentage  value  of  the  property. 

This  is  probably  the  first  bond  issue  by  the  State  of  Montana  that  is  payable 
strictly  on  the  serial  plan;  and  the  provisions  made  for  the  payment  of  interest 
and  principal  are  unquestionably  fully  adequate. 

At  a  meeting  held  on  May  3,  1933,  the  State  Board  of  Land  Commissioners  au- 
thorized the  exchange  of  .il;3,074,000.00  in  state  general  fund  warrants  then  held 
as  an  investment  for  the  Public  School  Permanent  Fund  for  the  same  amount  of  fund- 
ing bonds.  In  view  of  the  ample  provisions  made  for  the  pajonent  of  interest  and 
the  repayment  of  the  principal  of  these  bonds,  this  investment  is  particularly 
safe. 

Reference  to  this  investment  is  made  under  Table  III  and  under  Table  IV  of 
this  report. 
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TABLE  NO.  XIII 
COMDITION  OF  STATE  FARI^l  LOANS  AND  CONTRACTS  JUNE  30 ,  1934 


No.: 

Original   : 

Classification           : 

of  : 

Acres   : 

Amount   : 

Unpaid 

Loans; 

of  Loan  : 

Principal 

1.  Loans  in  their  original  form     : 

not  delinquent  in  their  interest  : 

pa\-ments .                      : 

23  ■ 

8,663.15: 

$   44,900.00; 

%       31,932,38 

2.  Loans  in  their  original  form     ; 

delinquent  in  payments  both  as 

to  principal  and  interest. 

31  • 

8,012.13 

42,780.00 

37,108.98 

3.  Loans  converted  to  amortization 

loans  not  delinquent,           ; 

62  : 

18,979.50 

111,440.00 

98,469.87 

4.  Loans  converted  to  amortization  : 

loans  delini^uent. 

138 

43,697,55" 

259,900.00 

260,996.14 

5,  Sales  contracts*  not  delinquent 

119 

38,988.21 

:    236,078.50 

:    238,093.25 

6.  Sales  contracts*  delinquent 

462 

168,590.38 

988,975.16 

•  1,062,405.99 

7.  Loans  under  which  the  State  has 

acquired  title  throup.h  quitclaim 

deed  and  the  lands  not  resold. 

420 

141,098.90 

866,570.00 

:    958,024.19 

8.  Loans  under  which  the  State  has 

acquired  title  through  foreclo- 

sure proceedings  and  lands  not 

resold. 

!246 

:   74,365.05 

:    421,970.00 

:    520,633.46 

9.  Loans  converted  to  amortization 

loans  \inder  which  the  State  has 

acquired  title  and  the  lands 

have  not  been  resold. 

:  76 

:   26,526.05 

:   149,950.00 

:    155,916.71 

10.  Sales  contracts*  cancelled  and 

the  lands  not  resold. 

:372 

:  130,360.82 

:    792,396.34 

:    906,981.30 

T0TAI5 

:1949 

:  659,281.74 

:$3,914,960.rc 

: ^4, 270, 562. 27 

*Loans  under  which  the  lands  have  been  deeded  to  the  State  or  acquired  through 
foreclosure  proceedings  and  then  resold  under  the  33  year  amortization  plan. 
Average  amount  per  loan,  not  including  accrued  interest. ..... ..$  2,191.16 

Average  investment  per  acre,  not  including  accrued  interest....      6.4776 

TAXES  ANT  COSTS  PAID  BY  THE  STATE  IN  CONNECTION  WITH  ITS  FARM  LOANS 

(Included  in  "Unpaid  Principal"  in  table  above  given) 

Up  to  June  30,  1922 $  45,297.66 

Year  ending  June  30,  1923 75,630.72 

Year  ending  June  30,  1924 169,566.59 

Year  ending  June  30,  1925 137,633.90 

Year  ending  June  30,  1926 45,777.63 

From  June  30,  1926,  to  June  30,  1928..., 49,177.17 

Year  ending  June  30,  1929 ,.....;, 9,166.18 

Year  ending  June  30,  1930... 14,009.14 

Year  ending  June  30,  1931 , 11,162.88 

Year  ending  June  30,  1932.., o 12,488.40 

Year  ending  June  30,  1933.....,, 15,667.31 

Year  ending  June  30,  1934 ,..« < 15.844.72 

TOTAL $601 ,  422 .3n 
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TABLE  NO.  XIII  (Continued) 


TOTAL  INVESIT.tENT  IN  FARf.^  LOANS  AT  T}IE  CLOSE  OF  EACH  FISCAL  YEAE 

June  30,  1924 $4,551,655.03 

June  30,  1925., 4,595,261.19 

June  30,  1926 4,549,039.77 

June  3C,  1927., 4,529,084.23 

June  30,  1928 4,433,894.77 

June  30,  1929 4,342,179.76 

June  30,  1930 4,301,561.94 

June  30,  1931 4,270,942.18 

June  30,  1932 4,273,807.84 

June  30,  1933 , 4,281,631.32 

June  30,  1934 4,270,562.27 


II 


I   -.^-l  ^-'•>''-^>r>^'<<*-4C,»JUP^(Ji-IOCJB<linm«0'l<0»«i<00>CO«Or-HODC^OCv5oio  .tol 


r-- 


r   »   «   « 


,«.*••  t   r   .  ^  ,  .   .  .  » 


.«•«•»• 


4   h     >   #   V   » 


•   ♦     •   ^   »-    «    . 


'••>•     **(»hfr4.f(. 


(^■■^ja^i.    Att^     I.   «*■>•■    ■«<■''    AVu-r  II    (Trii^ 


«    •     *  *  %    *. 


»    t    •    ,   •    «    4 


38, 


OBSERVATIOMS  ON  THE  CONDITION  OF  STATE  FATO!  LOAJJS 

The  figures  given  under  the  heading,  "Unpaid  Principal",  show  the  unpaid 
balances  on  June  30,  1934,  of  money  actually  invested  from  the  public  School 
Permanent  Fund  or  Income  Fund  in  each  class,  including  all  amounts  paid  as  taxes 
and  various  costs.  Delinquent  interest  is  not  included  in  the  figures  given. 
We  have  not  figured  the  araount  of  this  delinquent  interest  in  detail,  but  based 
on  careful  estimates  the  airount  is  close  to  $1,500,000,00, 

When  lands  are  resold ,  not  only  taxes  and  costs  paid  by  the  state  are  in- 
cluded in  the  sales  price,  but  also  all  due  and  delinquent  interest,  and  as  a  re- 
sult the  3vm   total  of  "Sales  Contracts"  is  considerably  above  the  amoiint  of  the 
actual  investment  in  principal.  In  the  foregoing  table  the  sales  contracts,  both 
delinquent  and  not  delinquent  (Classes  5  and  6)  aggregate  ;^1, 300 ,499.24;  this  is 
the  svan   total  actually  paid  out  under  these  loans  and  not  repaid;  but  on  account 
of  the  inclusion  of  the  due  and  delinquent  interest  in  the  principal,  they  a- 
mounted  to  ;i  ,453,832,96  on  Jiuie  30,  1934,  being  more  than  $150,000.00  above  the 
actual  investment  in  principal. 

Up  to  and  including  the  fiscal  year  ending  June  30,  1925,  the  amount  invested 
in  farm  loans  continued  to  increase.  Since  December  24,  1924,  not  a  single  farm 
loan  has  been  made,  and  every  reasonable  effort  has  been  made  to  reduce  the  amount 
invested,  but  the  reduction  has  been  very  slow  as  shown  in  the  last  part  of  the 
foregoing  table.  In  fact  the  amount  outstanding  on  June  30,  1934,  was  practi- 
cally the  same  as  on  June  30,  1931, 

This  condition  cannot  be  regarded  as  satisfactory,  but  of  course  it  is  due 
very  largely  to  the  economic  depression.  The  interest  collections  are  almost  as 
unsatisfactory  as  the  repayments  on  principal.  Figured  at  five  per  centum  per 
annum  on  the  amount  actually  invested,  the  total  interest  collections  on  these 
loans  during  the  two  year  period  should  have  amounted  to  about  ^27,000.00.  The 
actual  collections  amounted  to  exactly  .^158,220.54,  a  deficiency  of  about 
$269,000.00,  As  already  indicated  the  total  amount  of  delinquent  interest  on  all 
these  loans  is  approximately  $1,500,000.00. 

A  little  examination  of  Table  XIII  will  reveal  that  out  of  the  1^949  loans 
now  unpaid  only  835,  considerably  less  than  one-half,  can  properly  be  regarded  as 
loans,  and  these  include  delinquent  loans  and  loans  transformed  into  sales  con- 
tracts. In  the  case  of  the  remaining  1,114  "loans"  the  state  has  taken  title 
but  has  not  been  able  to  resell  the  lands. 

The  835  loans  amount  to  $1,729,006,61,  and  the  1,114  "loans"  now  represented 
only  by  lands  aggregate  $2,541,555,66  as  shown  by  the  tabulation. 

As  an  investment  for  the  public  school  f\mds  of  the  state,  these  loans  can- 
not be  regarded  as  satisfactory.  Under  Section  3,  Article  XI  of  the  State  Con- 
stitution "such  public  school  fund  shall  forever  remain  inviolate,  guaranteed  by 

the  state  against  loss  or  diversion ,  ",  It  would  appear  not  to  be  too 

early  to  adopt  a  plan  for  carrying  into  effect  this  constitutional  guaranty. 

The  recommendation  of  this  department  made  in  the  reports  of  1928,  1930  and 
1932,  is  therefore  renewed  to  the  effect  that  the  Legislative  Assembly  shoiild 
enact  legislation  acknov/ledging  the  state's  indebtedness  to  the  Public  School  Per- 
manent Fund  for  the  amount  actually  invested  in  such  loans,  and  make  provision 
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for  the  annual  payment  of  interest  at  a  fixed  rato  and  the  systematic  repayment 
of  the  principal  itself.  This  recommendation  is  discussed  more  at  length  in  this 
report  under  the  heading,  "New  Legislation  Noodcd" ,  page  76. 

General  Flan  of  Handling  Delinquent  Loans 

Under  the  provisions  of  Chapter  168  of  the  1925  Session  Laws  as  amended  and 
roenacted  by  Chapter  60  of  the  1927  Session  Lav/s,  delinquent  farm  loans  are  placed 
under  the  office  of  the  Attorney  General  for  securing  title  through  foreclosure  or 
otherwise.  The  1933  Session  of  the  Legislative  Assembly  made  very  substantial 
reductions  in  the  appropriation  for  the  Attorney  General's  office,  making  it  nec- 
essary to  operate  with  one  assistant  attorney  general  less  than  in  previous  years. 
This  has  had  the  result  of  placing  a  great  deal  of  additional  work  in  connection 
with  delinquent  farm  loans  upon  Mr.  L.  E.  Choquette,  Chief  Field  Agent,  who  has 
had  charge  of  the  Farm  Lean  Division,  including  leasing  of  mortgage  lands.  Mr. 
Choquette  has  devoted  a  great  deal  of  painstaking  work  to  this  problem  and  has 
been  highly  successful  considering  the  present  deplorable  economic  conditions. 

The  plan  followed  v;ith  all  badly  delinquent  loans  has  been  to  secure  title 
to  the  property  by  quitclaim  deed  whenever  satisfactory  title  could  be  obtained 
in  that  way,  and  if  not,  then  through  foreclosure  proceedings.  Encouragement  is 
alv/ays  given  to  the  mortgagor  or  his  successor  to  repurchase  the  property  within 
the  redemption  period  under  the  easy  payment  plan  provided  by  our  statutes.  The 
purchaser  is  required  to  pay  in  cash  at  least  ten  per  centvm  of  the  total  invest- 
ment including  accrued  interest  and  all  costs;  the  balance  draws  interest  at  the 
rate  of  five  per  centum  per  annum  and  is  payable  on  the  amortization  plan  through 
a  period  of  thirty-three  yecirs. 

None  of  these  lands  has  been  sold  for  less  than  the  full  investment  includ- 
ing taxes,  costs,  and  all  accrued  interest;  but  it  is  realized  that  the  time  has 
come  when  lands  must  be  sold  for  less  than  the  total  amount  invested,  and  it  is 
thought  that  statutory  authority  for  such  sales  already  exists. 

The  application  of  the  amortization  principle  to  the  repayment  of  these 
loans  has  proved  exceedingly  helpful.  If  the  loans  had  originally  been  made  on 
the  amortization  plan  a  much  greater  portion  of  these  loans  would  have  been  re- 
paid at  the  present  time.  The  basic  difficulty,  however,  is  that  the  loans  V7ere 
too  largo,  being  made  during  the  boom  period  of  the  state  when  everybody  had  an 
exaggerated  idea  of  land  values. 

Section  74  of  Chapter  60  of  the  1927  Session  Laws  provides  that  whenever  a 
sale  of  state  lands  is  held  in  any  county,  all  the  mortgage  lands  owned  by  the 
state  in  such  county  to  which  the  state  has  secured  title  shall  be  offered  for 
sale.  Section  77  of  the  same  chapter  provides  that  mortgage  lands  may  also  be 
advertised  and  sold  at  other  times  than  at  regular  sales  of  state  lands  held  at 
the  county  seats,  whenever  the  State  Board  of  Land  Commissioners  so  orders. 

The  State  Farm  Loan  Act  Repealed 

At  the  general  election  in  1914  a  state  farm  loan  law  was  enacted  by  the 
people  of  the  state;  but  this  act  was  found  in  part  unconstitutional  and  was 
therefore  not  carried  into  operation.  In  1917  the  Leoiislative  Assembly  enacted 
a  new  farm  loan  law  embodied  in  Chay-ter  124.  Under  this  act  and  amendments  there- 
to 2,522  state  farm  loans  were  made  aggregating  $4,648,750.00.  As  shown  in  the 
second  part  of  Table  XIII,  more  than  six  hundred  one  thousand  dollars  additional 
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nonoy  has  beon  paid  as  taxes  and  oxponscs  in  connection  with  those-  loans,  making 
the  total  investment  just  about  five  and  ono-fourth  million  dollars. 

The  last  new  farm  loan  was  made  on  Decombor  24,  1924.  Not  one  single  now 
farm  loan  has  beon  made  since  that  date.  As  far  as  making  new  loans  is  concerned, 
the  farm  loan  act  has  therefore  boon  almost  a  dead  letter  for  the  last  ten  years; 
but  it  has  been  part  of  our  statutes  eind  has  fully  authorized  the  making  of  now 
loans.  It  is  greatly  to  the  credit  of  the  State  Board  of  Land  Commissioners  and 
this  department  that  the  temptation  to  make  new  farm  loans  has  boon  successfully 
resisted  during  all  of  this  period. 

Insofar  as  the  making  of  new  loans  is  concerned,  the  farm  loan  act  was  en- 
tirely repealed  by  Chapter  139  of  the  1933  Session  Laws;  but  it  is  likely  to  take 
from  forty  to  fifty  years  before  the  old  farm  loans  are  fully  liquidated. 
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TABLE  NO.  XIV 
LEASES  IN  EFFECT  JITIE  30,  1934 
Showing  the  Number  of  Acres  Under  Lease  in  Each  Grant  and  the  Annual  Rental 


41. 


Name  of  Grant 


Grazing 
Acreage 


Annual   :Agricul- 
Grazing  :  tural 
Rental   '.Acreage 


Annual  ag- 
ricultural 
Rental 


Acres  Under 
Crop  Share 
Leases 


Public  School 
State  University 
Agri.  Col.  Morrill  Grant 
Agri.  Col,  Second  Grant 
School  of  Mines 
State  Normal  School 
Deaf  and  Dumb  Asylum 
State  Reform  School 
Capitol  Buildings 
Soldiers'  Home 
O.K.  and  T.B.  Society 
State  Prison  Site 

TOTAIS 


2,759,290.20 

10,726.02 

51,136.98 

10,256.13 

29,969.64 

41, 350. A3 

19,004.51 

21,171.93 

38,883.07 

1,115.61 

65. CO 

15.00 


$143, 524. 01:19, 5&7 .67 

623.41:    245.00 

2,995,17:     65.00 

447.65: 

1,465.66:   385.00 
2,012.35:   159.00 

991.70: 

1,271.65:    105.00 
2,169.78:   304.00 

49,50: 

10.00: 

5.00:    20.00 


$12,607.62 

300.75 

46.00 


297,915.07 

420.00 

90.00 


295.50 
104.80 


2,733.48 
560.00 


75.85 
203.00 


80.00 
1,077.55 


50.00 


: 2, 982, 984. 72 


$155 , 565 . 88 : 20 , 830 . 67 : $13 ,€83.52: 302 , 876 . 10 


Total  Acreage  Under  Grazing  Leases 2,982,984.72 

Total  Annual  Grazing  Rental..,.. $  155,565.88 

Total  Acreage  Under  Agricultural  Leases 

(Except  Crop  Share  Leases) 20,880.67 

Total  Annual  Agricultural  Rental 

(Except  Crop  Share  Leases) 13,683,52 

TOTALS 3,003.865.39      $  169,249.40 

Acreage  Under  Crop  Share  Lease 302,876.10 

Total  Acreage  Under  Lease 3,306,741,49 

Average  Grazing  Rentals  Per  Acre ,,$0.05215 

Average  Agricultural  Cash  Rental  Per  Acre •  0,655108 

Minimum  Share  Rental  -  One-fifth  of  all  crops  raised,  delivered  in 
elevator.  Total  number  of  leases  in  effect  including  1176  crop  share 
leases  -  6,098. 

The  leasing  of  state  lands  for  agricultural  and  grazing  purposes  is  in  direct 
charge  of  Mrs.  N,  B,  Sherlock,  Assistant  Commissioner.  This  great  task  demands 
constant  and  grinding  work  and  the  closest  attention  to  detail.  LIrs.  Sherlock  is 
discharging  these  exacting  duties  with  perfect  fairness  to  all  concerned,  with 
high  efficiency  and  a  deep  understanding  of  the  needs  of  the  people  throughout  the 
stato. 
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ADDITIONAL  INTORIIATION  IN  HEQARD  TO  LEASING  AND  EENTALC 

The  leases  above  tabulated  do  not  include  leases  on  mortgage  lands  nor  lands 
included  in  State  forests.  All  rentals  from  rortgage  lands  are  considered  as  in- 
terest on  the  loans  or  part  payment  on  principal  and  are  credited  accordingly. 

State  forest  lands  are  not  leased  for  grazing  in  the  same  manner  as  other 
state  lands,  but  pemits  are  issued  by  the  State  Forester  for  grazing  at  very  rea- 
sonable rates.  For  the  last  fiscal  year  the  fees  for  such  permits  amounted  to 
$6,724.94,  as  shown  by  Table  No.  V  of  this  report.  For  the  previous  fiscal  year 
these  fees  amounted  to  §8,516,91, 

Crop  Share  Leases 

Crop  share  leases  are  authorized  by  Section  30  of  Chapter  60  of  the  1927 
Session  Laws  and  are  becoming  highly  important  both  to  the  state  as  lessor  and  to 
the  hundreds  of  individual  lessees.  On  June  30,  1932,  there  were  640  crop  share 
leases  in  effect  embracing  181,129.88  acros.  On  June  30,  1934,  there  were  1176 
crop  share  leases  in  effect  enbracing  302,876.10  acres. 

Under  the  law  the  minimum  share  rental  is  one-fifth  of  the  crops  raised  de- 
livered at  the  elevator,  and  the  intention  of  the  statute  is  that  the  share  to  the 
state  shall  be  the  same  as  that  commonly  paid  by  lessees  of  privately  owned  land 
in  each  locality.  Under  this  form  of  lease  no  cash  advance  rental  is  required  — 
only  the  regular  fee  of  $2.50  for  issuing  the  lease.  The  quantity  of  grain  de- 
livered to  the  state  as  rental  is  in  exact  proportion  to  the  quantity  raised;  in 
case  of  total  crop  failure  the  lessee  is  totally  exempt.  The  system  seems  to  be 
perfectly  fair  and  partic\ilarly  helpful  in  these  trying  times. 

It  _is  perfectly  obvious,  however,  that  the  state  cannot  obtain  the  best  re- 
sults from  1176  separate;  crop  sh^re  leases,  embracing  more  than  three  hundred 
thousand  acres  of  land  vvithout  some  supervision;  and  this  supervision  cannot  be 
given  without  field  men.  The  1953  Session  of  the  State  Legislature  failed  to  make 
appropriation  for  field  men  for  this  department  and  as  a  result  the  efficiency  of 
administration  is  becoming  seriously  impaired  both  with  regard  to  leasing  and  in 
other  ways. 

More  Than  One  Lease  May  Be  Held  by  the  Same  Person  and  Each 
Lease  May  Contain  More  Than  One  Section  of  Land 

Under  Section  11  of  the  Enabling  Act  as  originally  vrritten,  the  quantity  of 
land  that  could  be  leased  to  "one  person  or  company"  was  limited  to  one  section. 
In  all  cases  where  state  lands  were  so  situated  that  they  could  be  used  to  advan- 
tage only  by  one  or  a  few  stockmen,  this  limitation  was  very  troublesome,  and  from 
the  very  beginning  of  statehood  methods  were  devised  by  which  one  person  or  company 
could  in  reality  lease  more  than  one  section. 

An  amendment  to  this  part  of  the  Enabling  Act  was  prepared  by  the  present  in- 
cumbent of  this  office,  which  among  other  things  eliminates  this  troublesome  re- 
striction. The  amendment  was  perfected  by  Senator  Walsh,  enacted  into  law  largely 
through  his  influence  in  Congress  and  signed  ty  the  President  on  May  7,  1932.  It 
is  found  on  the  inside  of  the  first  cover  of  this  report. 

This  amendment  to  the  Enabling  Act  was  approved  by  the  State  Legislature  in 
1933  through  Chapter  84. 
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By  a  resolution  adopted  on  May  18,  1933,  the  State  Board  of  Land  Commissioners 
has  limited  the  quantity  of  land  that  may  be  carried  under  one  lease  to  four  sec- 
tions of  adjoining  lands  or  lands  which  naturally  belong  to  the  same  grazing  area. 
One  person  may  hold  more  than  one  lease. 

Chapter  42  of  the  1933  Session  Laws  Reduces 
Grazing  Rentals  to  One-Half 

Chapter  42  of  the  1933  Session  Laws  is  so  deep  going  in  its  effect  on  the 
leasing  of  state  lands,  and  in  its  indirect  effects  on  the  sale  of  state  lands, 
that  it  requires  careful  consideration  by  all  v/ho  are  interested  in  the  faithful 
administration  of  that  vast  heritage  arising  through  the  millions  of  acres  granted 
tc  the  State  of  Montana  for  the  support  of  our  schools.  The  main  provisions  of  the 
AAt   are  those  which  practically  speaking  reduce  grazing  rentals  on  state  lands  to 
one-half  of  the  rates  existing  under  former  statutes.  Section  3  of  the  Act  amends 
Section  25  of  Chapter  60  of  the  1927  Session  laws  and  reads  in  part  as  follows: 

"For  the  purpose  of  determining  the  rental  price  of  grazing  lands  they  shall 
be  classified  as  follows: 

Class  1,   Extra  good  grazing  land.  Thirty-five  Dollars  ($35.00) 
to  Fifty  Dollars  ($50.00). 

Class  2.   Good  grazing  land,  well  sodded  with  grass  Thirty 
Dollars  ($30.00). 

Class  3.   Fair  grazing  land,  v/ith  medium  grass.  Twenty-five 

Dollars  (§25,00). 

Class  4.   Poor  grazing  land,  thinly  grass,  Tv/enty  Dollars 
($20.00), 

Class  5.   Any  other  grazing  land,  such  amount  as  may  be  fixed 
by  said  Board." 

With  the  exception  of  Class  5  for  which  there  is  no  corresponding  class  in 
previous  legislation,  the  rentals  fixed  for  each  class  is  exactly  one-half  of  the 
rentals  required  up  to  the  time  the  said  Chapter  42  v;ent  into  effect. 

Through  the  cancellation  of  old  leases  and  the  issue  of  new  leases  by  the 
thousand,  the  new  rental  rates  have  gone  into  effect.  Table  No.  XIV  shows  that  on 
June  3'^,  1934,  the  average  annual  grazing  rental  on  nearly  three  million  acres  v/as 
only  5.215  cents.  The  average  annual  grazing  rentals  on  2,549,000  acres  of  grazing 
lands  under  lease  rn  June  30,  1932  —  under  the  old  statutes  —  v/as  10.705  cents, 
more  than  twice  the  present  average. 

The  argument  has  constantly  been  used  in  favor  of  rental  reductions  that  it 
would  bring  so  much  more  state  lands  under  lease  that  this  v/ould  more  than  offset 
the  reduction.  To  offset  a  reduction  of  rentals  to  one-half  or  less,  it  would 
evidently  be  necessary  to  double  the  lands  under  lease.  This  would  be  impossible 
for  the  simple  reason  that  far  more  than  one-half  of  the  lands  have  always  been 
under  lease  for  a  long  series  of  years. 

As  shovm  by  Table  No.  XIV  more  than  3,306,000  acres  were  under  lease  on  June 
30,  1934,  As  approximately  one-half  million  acres  are  in  state  forests,  only  about 
1,  '^55,000,00  acres  were  open  to  lease  at  that  time.  At  an  averagu  rental  of  5.215 
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cents  this  would  produce  only  about  $55,000.00;  but  as  the  lands  not  now  under 
lease  are  unquestionably  the  poorer  lands,  far  below  the  average,  the  rental  would 
not  reach  the  same  average  as  the  better  lands  and  vrould  not  even  bring  $55,000.00. 

It  is  evident  that  under  the  reduced  rental  rates  of  Chapter  42  of  the  1933 
Session  Lav.s,  the  income  froin  grazing  rentals  can  never  be  brought  up  to  what  they 
have  been  in  former  years.  Better  economic  conditions  bring  a  better  income  from 
rentals;  but  with  the  present  grazing  rates  it  will  be  mathematically  impossible 
to  bring  the  income  from  this  source  up  to  figures  for  good  years  in  the  past. 

The  total  receipts  from  rentals  on  state  lands  during  the  last  nine  years 
have  been  as  follows: 


Year  Ending  June  30,  1926  . 


n 

n 

11 

It 

It 

n 

fi 

t» 

n 

It 

n 

It 

n 

It 

ti 

II 

II 

30, 

1927 

It 

30, 

1928 

It 

30, 

1929 

ti 

30, 

1930 

n 

30, 

1931 

It 

30, 

1932 

11 

30, 

1933 

11 

30, 

1934 

.  $  374,995.61 
368,112.53 
427,057.38 
423,087.71 
397,652.14 
312,035.58 
211,083.94 
176,002.68 

,    227,614.43 

The  pending  legislation  for  the  reduction  of  rentals  in  1933  had  the  effect 
of  delaying  a  great  deal  of  leasing  of  state  lands  and  rental  payments  until  the 
new  legislation  had  become  effective.  This  in  turn  resulted  in  reducing  the  rent- 
al collections  in  1933  and  of  adding  these  delayed  rentals  to  the  receipts  for  1934. 

Attention  is  called  to  the  fact  that  the  average  rental  of  5.215  cents  per 
acre  practically  places  an  average  value  of  $1.00  per  acre  on  these  grazing  lands, 
as  it  amoiints  to  5.215  per  centum  interest  on  one  dollar.  It  should  also  be  taken 
into  account  that  the  lessee  pays  no  taxes  on  state  lands  while  the  private  owner 
of  grazing  lands  must  pay  substantial  taxes.  According  to  the  reports  of  the  State 
Board  of  Equalization  the  average  assessed  valuation  of  all  privately  owned  grazing 
lands  for  the  years  1931  to  1934  inclusive,  is  a  little  over  $3.50  per  acre  and 
the  average  tax  p9r  acre  during  the  same  years  was  about  six  cents. 

One  effect  of  this  reduction  in  rentals  will  be  to  make  it  so  much  more 
difficult  to  sell  grazing  lands  as  they  must  bring  not  less  than  $5.00  per  acre. 
The  Enabling  Act  granting  these  lands  to  the  State  of  Montana  contemplates  that 
the  lands  shall  be  sold  and  permanent  funds  built  up  from  the  proceeds  for  the 
perpetual  support  and  maintenance  of  our  schools. 

Supreme  Court  Tiecisinns 
on  Chapter  42 

Chapter  42  of  the  1933  Session  Laws  found  its  way  into  the  Supreme  Court  in 
the  case  of  Riier,  Plaintiff,  v.  Cooney,  Governor,  Et  Al.,  Defendants,  94  Mont., 
Page  295,  As  the  court  did  not  on  the  record  before  it  declare  the  act  uncon- 
stitutional, a  great  number  of  persons  may  hold  the  err-oneous  opinion  that  the  act 
was  fully  and  completely  approved  by  the  court.  Such  is  not  the  case.  One  of  the 
most  vital  matters  involved  in  this  case  was  the  question  of  whether  or  not  the 
grazing  rentals  as  fixed  by  the  said  chapter  represented  the  full  market  values. 
The  court  states  and  restates  that  this  question  was  eliminated  from  consideration 
by  the  court  through  the  stipulation  of  counsel.  As  this  vital  question  of  fact 
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was  elindnated  from  the  consideration  of  tho  court  it  was  not  decided.  The  court 
reiterates  the  well  established  principle  that  the  grant  of  lands  for  school  pur- 
poses by  the  Fedwral  ,<;overnracnt  to  this  state  constitutes  a  trust  and  thtt  it 
should  be  so  adirinistered  as  to  secure  the  largest  measure  of  legitinate  advantage 
•Lo  the  beneficiary  of  the  trust.  The  court  quotes  Section  1  of  Article  XVII  of  the 
State  Constitution  as  follows:   "All  lands  of  the  state  *  *  *  shall  be  held  in 
trust  for  the  people;  *  *  *  and  none  of  such  land,  nor  any  estate  or  interest  there- 
in, shrill  ever  be  disposed  of  except  in  pursuance  of  general  laws  providing  for 
sueh  disposition,  nor  unless  the  full  market  value  of  the  estate  or  interest  dis- 
posed of,  to  be  ascertained  in  such  maniier  as  may  be  provided  by  law,  be  paid  or 
safely  secured  to  the  state." 

In  its  opinion  the  court  decided  that  a  lease  to  state  lands  is  an  interest 
in  these  lands  within  the  meaning  of  the  constitution;  that  state  lands  may  have 
a  market  value  for  leasing  purposes  even  though  there  is  only  one  applicant  for 
lease;  and  that  under  the  constitution  the  state  is  required  to  charge  the  full 
rental  values.  As  the  question  of  v/hether  or  not  the  schedule  of  rentals  specified 
in  the  said  Chapter  42  represents  full  market  values,  the  court  had  to  assume  that 
it  did  represent  such  full  v£  lues  and  v&.s   in  accordenco  with  the  constitution.  The 
last  portion  of  the  opinion  reads  in  part  as  follows: 

"The  presumption  being  thet  the  Act  is  constitutional,  we  are  compelled  to 
assume  for  the  purpose  of  this  opinion  that  the  state  will  receive  the  market  value 
for  its  grazing  lends.  Horrever,  if  it  should  later  appe;.r  that  the  valuations 
determined  by  the  Act  of  the  legislature  have  been  arbitrarily  fixed,  and  anount 
to  a  mere  subterfuge  to  enable  persons  desiring  to  secure  these  grazing  lands  at 
less  than  their  true  value,  or  that  tho  policy  declared  by  this  legislative  Act 
results  in  a  material  portion  of  these  lands  being  leased  at  a  price  less  than 
their  actual  value,  then  clearly  the  Act  is  unconstitutional  and  cannot  stand," 

*********** 

It  is  a  fact  beyond  question  or  dispute,  established  by  the  records  of  the 
state  land  office,  that  the  rverage  rentals  on  all  grazing  lands  placed  under  lease 
from  the  beginning  of  statehood  up  to  tho  year  1933,  \7ere  far  higher  than  the  rent- 
als fixed  by  the  said  Chapter  42.  From  year  to  year,  from  decado  to  decade,  millions 
cf  r.cres  of  these  state  lands  \/ere  held  under  lease  at  rentals  t\7icc  as  high,  or 
more  than  twice  as  high,  as  the  rates  prescribed  by  the  new  legislation.  But  these 
facts  were  not  before  the  court. 


Chapter  42  as  Emergency  Legislation 

We  are  probably  justified  in  assuming  that  the  said  Chapter  42  was  intended  as 
emergency  legislation.  At  a  meeting  of  the  State  Board  of  Land  Commissioners  on 
January  17,  1933,  a  delegation  of  stockmen  appeared  before  the  Board  and  explained 
that  they  would  seek  a  fifty  per  centum  reduction  in  grazing  rentals  on  state  lands 
for  a  period  of  two  years  through  new  legislation.   The  Boeird  took  no  action  what- 
ever on  this  application,  but  the  presumption  was  that  the  legislation  sought  to  be 
enacted  would  be  for  a  reduction  for  a  two  year  period  only.  In  other  words  it  was 
assumed  that  it  would  be  emergency  legislation  designed  to  meet  the  deplorable  con- 
ditions then  existing  and  still  existing  in  tne  stook  industry.  particularJ.y  in  the 
eastern  portion  of  the  state.  However,  the  legislation  entictod  does  not  contain  any 
limitation  as  to  the  term  through  v/hich  it  is  to  remain  in  effect. 
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Lansing  of  State  Lr.nds  for  Oil  and  Gas  r.nd 
Othor  Minerc.ls 

The  leasing  of  stc.te  lr.nds  for  oil  und  gr.s  oxplorntion  nnd  devblopnent  is 
governed  by  Chapter  108  of  the  1927  Session  Ljitts  t.nd  anundnents  thereto. 

Under  this  legislation,  oil  and  gas  leases  on  state  lands  are  granted  for  a 
period  not  exceeding  ten  years  and  as  long  thereafter  during  the  term  of  fifteen 
years  coomencing  with  the  date  of  the  lease  as  oil  and  gas  in  conmercial  quantities 
are  produced  from  the  land.  The  mininxun  annual  rental  is  fixed  at  the  flat  rate  of 
seventy-five  cents  per  acre,  but  with  a  minimum  total  rental  under  each  lease  of 
$50.00  per  annum. 

In  addition  to  these  rentals  and  penalties  for  delay  in  drilling,  if  any, 
there  is  reserved  to  the  state  a  royalty  on  the  oil  and  gas  produced  and  saved  of 
t^'elve  and  one-half  per  centum  of  the  production.  In  case  of  heavy  production  a 
graduated  scale  of  higher  royalties  becomet;  effective. 


The  royalty  on  gas  is  fixed  at  the  flat  rate  of  twelve  and  one-half  per  cen- 


tum. 


The  lessee  is  required  to  furnish  a  surety  company  bond  in  the  amount  of 
$1,000.00  conditioned  for  the  faithful  performance  of  his  obligations  under  the 
lease,  and  the  State  Board  of  Land  Commissioners  reserves  the  right  to  increase 
this  bond  if  found  necessary. 

In  January  of  this  year,  the  State  Board  of  Land  Commissioners  adopted  the 
rule  of  not  issuing  any  more  original  oil  and  gas  leases  on  state  lands  without 
advertising,  and  this  rule  is  now  invariably  followed.  Lands  for  which  applica- 
tion has  been  made  are  advertised  at  least  twice  in  the  Llontana  Oil  Journal,  pub- 
lished at  Great  Falls. 

All  rentals  on  oil  and  gas  leases  are  credited  to  the  Income  Fund  of  the 
school  or  institution  to  which  the  lands  belong;  all  royalties  are  added  to  the 
Permanent  Funds.  All  rentals  on  coal  leases  are  regarded  as  pajoiient  of  royalties 
for  the  coal  taken  and  are  therefore  added  to  the  permanent  funds. 

All  oil  so  far  discovered  on  state  lands  has  been  on  lands  belonging  to  the 
public  schools  which  constitute  approximately  ninety  per  centum  of  all  state  owned 
lands.  Numerous  oil  and  gas  leases  have  been  issued  on  other  state  lands  than 
those  of  the  public  schools,  and  as  a  result  the  institutions  to  which  they  belong 
have  received  a  share  of  the  rentals;  but  so  far  no  oil  has  been  discovered  on 
other  than  public  school  lands. 

Every  dollar  and  every  penny  so  far  received  by  the  State  of  Montana  as  oil 
and  gas  royalty  have  been  added  to  the  Public  School  Permanent  Fund  and  have  be- 
come inseparable  and  inviolable  parts  thereof. 

Suits  Pending  Under  Oil  Purchase  Contracts 

Boris  A.  S.  Aronow  of  Shelby,  I.lontena,  failed  to  make  payment  to  the  state 
for  the  state's  royalty  oil  under  his  purchase  contract  for  the  months  of  August, 
September,  October  and  November,  1930.  Through  Attorney  General  L,  A.  Foot  the 
state  instituted  a  suit  in  the  district  court  of  Lewis  and  Clark  County  against 
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Outside  of  coal,  oil  and  gas  let^ses  there  were  only  tT70  mineral  leases  in 
effect  on  June  30,  1954,  embracing  375  acres  at  an  annual  rental  of  ^281.25. 

One  of  these  mining  leases  is  for  mining  silver,  lead  and  other  minerals  on 
part  of  Section  16,  Township  25N.,  Ran^o  23W.,  Flathead  County.  The  other  is  for 
phosphate  mining  on  part  of  Section  36,  To\mship  9K.,  Range  13W.,  Granite  County. 
So  far  commercial  production  has  not  been  obtained  under  any  of  these  leases  and 
consequently  no  royalties  have  been  received. 

Tabic  No,  XVI  contains  a  list  of  the  state  lands  producing  oil  and  gas  and 
Table  No.  XVII  shov;s  the  receipts  from  coal,  oil  and  gas  leases  for  the  last  six- 
teen years. 


TABLE  NO.  XVI 
STATE  LANDS  PRODUCIirG  OIL  AITO  GAS,  jmE   30,  1934 

(a)  State  Lands  Producing  Oil 


Tote 

1  of  State's 

Roya 

Ity  Oil  in 

Average  Price 

Bbls 

.  July  1,1933 

During  Year 

Subdivision 

Sec. 

Tup. 

Rge. 

Acres  to  J 

unu  30,  1934 

Per  Bbl. 

CAT  CRKKR  FIELD: 

All 

16 

15N 

30E 

640 

123.69 

$   1.53 

POHDERA  FIELD: 

All 

16 

27N 

4V/ 

640 

9,099.49 

1.25 

KEVIN-SlII^^3l^R3T  FIELD: 

NWi.E^SEi 

7 

34N 

17/ 

240 

v;isv;i 

8 

34N 

IW 

80 

963.89 

1.27 

All 

36 

34N 

IW* 

640 

169.06 

1.27 

All 

16 

35N 

IW 

640 

90.78 

1.37 

Lots  l,2,3,4,E-^;i, 

SE|NW^ 

30 

35N 

IW 

266.44 

5,920.06 

1.27 

NEi.Si 

16 

35N 

2W 

480 

1,808.61 

1.27 

SE^.SE^NE^ 

25 

35N 

2W 

200 

2,667.31 

1.27 

All 

36 

35N 

2W 

640 

9,685.16 

1.27 

CUT  BMK   FIELD : 

All 

16 

32N 

5W** 

640 

294.03 

1.43^ 

Totals 

5,106.44 

30,822.08 

*Produces  gas  also. 

**  Oil  was  discovered  in  this  section  in  January,  1934,  and  is  the  latest 
discovery  of  oil  in  school  lands.  It  is  the  most  southern  point  in  the 
Cut  Bank  Field  vherc  oil  has  so  far  been  discovered.  The  royalty  of  $294,03 
is  for  the  month  of  January  only,  as  the  well  vas  shut  down  awaiting  the 
building  of  a  pipe  line. 

(Continued  on  following  page) 
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TABLE  NO.  XVII 
RENTALS  AlTD  ROYALTIES  ON  COAL,  OIL  ANT  GAS  LEASES 
COLLECTED  BY  THE  STATE  OF  l.CNTANA 

From  December  1,  1918,  to  June  30,  1934 


h 

untels  and 

Rentals  on 

Fiscal  Year 

Royclties 

Oil  and  Gcs 

Oil  nnd  Gas 

Ending 

On 

Coc.l  Lousus 

Leases 

Royclties 

T  0  T  ii  L  S 

Nov. 

30 

1919 

$ 

11,225.84 

$  15,243.20 

$     Nono 

$   26,469.04 

Nov. 

30 

1920 

11,486.53 

55,901.00 

None 

67,387.53 

June 

30 

1921 

4,539.74 

*29, 601.27 

None 

34,141.01 

June 

30 

1922 

5,923.20 

*29,601.27 

2,759.71 

38,284.18 

June 

30 

1923 

5,148.53 

83,430.70 

5,132.25 

93,711.48 

June 

30 

1924 

4,239.50 

39,832,78 

6,905.82 

50,978.10 

June 

30 

,  1925 

1,733.25 

33,950.00 

8,504.18 

44,187.43 

June 

30 

1926 

2,254.64 

32,300.00 

185,189.46 

219,744.10 

June 

30 

,  1927 

1,334.51 

38,260.00 

313,997.30 

353,591.81 

June 

30 

1928 

2,549.45 

92,849.78 

155,689.97 

251,089.20 

June 

30 

,  1929 

2,033.90 

56,147.89 

138,806.57 

196,988.36 

June 

30 

1930 

1,810,23 

93,279.04 

150,471.53 

245,560.80 

June 

30 

1931 

1,652.41 

59,049.36 

61,477.33 

122,179.10 

June 

30 

,  1932 

2,555.00 

34,093.94 

61,331.76 

97,980.70 

June 

30 

,  1933 

1,880.51 

23,671.21 

33,701.30 

59,253.02 

June 

30 
\1S 

,  1934 

2.505.99 

31.924.77 

44.289.94 

78.720.70 

TOT. 

$ 

62,873.23 

$   749,136.21 

31,168,257.12 

51,980,266.56 

*Rentals  for  the  tuo  yef;rs  avercgod, 

TABLE  NO.  XVIII 

SIM.'IARY  OF  ;j.L  LAND  SilLES  FOR  THE  T.iO  FISCAL  YEARS 
BEGINNING  JULY  1,    1932,   JM)  TEm^INATING  JUIvIE  30,    1934 


Date 

Nejne  of  County 

Acres 
Sold 

Totcl 

In  "I'fhtit     Seles 

Grant     Price 

Average 

Price 

Per  Acre 

July 

1, 
1933, 

to 
June 

30, 
1934 

Sv;eet  Grass  County 

Toole  County 

Glacier  County 
Lots  in  Cut  Bank  To- 

480 
328.32 

•msito 

Public  School  Grciit  §3,200,00 

"      "      "    1,705.33 

Public  Bldgs.  Grant 

10,655.00 

^6.67 
5.19 

tot;j3 

808.32 

§15,560.33 

On  account  of  the  difficult  economic  conditions  prevailing  throughout  the  state 
during  the   trro  year  period  covered  by   this  report,   only  three  smrll  land  sales  vrere 
conducted  as  above  shown. 

The  sale  in  Sifroet  Grass  County  on  February  19,   1934,   was  held  in  order  to  ac- 
conmodate  the   town  of  Big  Timber  in  purchase  of  land  for  an  airport.     A  sale  was 
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held  in  Glccier  County  on  May  21,  1934,  in  order  to  meet  the  demuid  thct  hr.d  arisen 
for  the  purchRso  of  residence  lots  on  account  of  the  rnpid  development  of  the  Cut 
Bank  oil  end  gas  field.  A  small  sale  wr.s  held  in  Toole  County  on  the  srjne  date. 

A  fen  tracts  of  inDrtgnge  lands  were  sold  luider  the  provisions  of  Section  77  and 
Section  78  of  Chapter  60  of  the  1927  Session  Lct/s, 
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55. 

ITEtvIIZED  3TATEfffiNT  OF  IKVES'BEKTS  MADE  FROM 
JULY  1,  1932  TO  JUNE  30,  1934 

The  following  tables  numbered  XX  and  XXI  constitute  a  complete,  itemized  and 
exact  statement  of  all  investments  in  bonds  and  v/arrants  riade  by  this  department 
from  July  1,  1932,  to  June  30,  1934.  The  total  of  these  investments  for  the  first 
of  these  two  fiscal  years  is  il, 623, 749.00,  and  the  total  for  the  second  fiscal  year 
IS  $1,390,244.34,  making  a  total  of  $3,013,993.45.  These  investments  do  not  include 
the  §3,074,000.00  in  State  General  Fund  Warrants  exchanged  for  state  funding  bonds 
on  May  3,  1933.  Being  an  exchange  of  warrants  for  bonds,  it  does  not  really  consti- 
tute a  new  investment.  An  account  has  already  been  given  of  this  exchange  under 
Table  III  and  also  under  the  heading  "State  Funding  Bonds"  on  page  32, 

The  tables  sho'w  the  actual  payments  made  during  these  two  years  for  bonds  and 
warrants  purchased. 

It  will  be  noted  that  a  fev/  of  the  payments  for  bonds  are  in  odd  amounts.  This 
is  due  to  the  fact  that  in  some  catjos  bonds  were  not  presented  for  payment  until 
after  the  first  installment  had  become  due,  and  in  cases  of  this  kind  the  first  cou- 
pon was  clipped  from  the  bond  before  it  was  presented  for  payment  and  the  princii>al 
of  the  bond  vvas  reduced  accordingly. 

From  year  to  year  the  State  Board  of  Land  Commissioners  has  authorized  its 
secretary  to  purchase  on  behalf  of  the  Board  individual  bond  issues  of  not  more  than 
$10,000.00  each  v/ithout  consulting  the  Board.  This  practice  was  followed  throughout 
the  two  year  period  covered  by  this  report.  In  the  case  of  all  bond  issues  above 
$10,000,00,  the  authorization  of  the  Board  has  been  obtained  before  placing  bids. 

The  proceedings  for  every  bond  issue  purchased,  without  any  exception  whatever, 
has  received  the  unqualified  approval  of  the  Attorney  General  before  payment  v?as 
made. 

Table  III  found  in  the  early  part  of  this  report  constitutes  a  summary  and 
classification  of  the  investments  listed  in  Table  XX. 

Tabic  VII  constitutes  q  summary  and  classification  of  the  investments  listed 
in  Table  XJZI. 
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THE  IJDOTANA  TRUST  A1<ID  LEGACY  FUNT 


Article  XXI  of  the  State  Constitution  and  Chapter  70  of  the  1929  Session 
Laws  provide  among  other  things  that  the  state  will  accept  gifts,  donations,  grants 
and  legacies  in  any  amount  or  value  of  not  less  than  $250,00  each  for  the  benefit 
of  scientific,  educational,  benevolent  and  charitable  work;  hold  the  same  in  trust, 
invest  them  safely  in  good  securities  and  apply  the  net  earnings  as  directed  by  the 
giver,  subject  to  certain  limitations. 


A-. 


Under  Section  10  of  this  article  of  the  Constitution,  a  great  number  of  other 
funds  may  be  administered  as  parts  of  the  Itontana  Trust  and  Legacy  Fund.  This  Sec- 
tion reads  as  follows: 


"The  State  of  Montana  shall  accept  for  investment  and  administration  together 
with  the  aforesaid  funds  constituting  the  Montana  Trust  and  Legacy  Fund,  but  as 
separable  parts  thereof,  sinking  funds,  permanent  funds,  and  cumulative  funds  be- 
longing to  the  state  and  its  political  subdivisions,  and  also  other  funds  designat- 
ed by  the  Legislative  Assembly,  when  requested  to  do  so  by  the  authorities  having 
the  care  and  custody  of  such  funds.  All  such  funds  and  the  accrued  interest,  less 
the  state  conpensation  hereinafter  fixed,  shall  be  repaid  when  due.  The  provisions 
of  this  section  shall  not  apply  to  the  Public  School  Funds  of  the  state,  which 
school  fund  shall  be  administered  separately  as  already  prescribed  by  the  constitu- 
tion," 

These  provisions  of  the  Constitution  are  more  fully  carried  out  in  Chapter  70 
of  the  1929  Session  Laws. 

Under  this  investment  plan  a  great  number  of  various  funds  may  therefore  be 
invested  and  administered.  In  the  government  of  a  state  with  its  niamerous  and  in- 
creasing activities,  there  are  likely  to  be  many  funds  that  should  be  Invested  and 
made  to  earn  some  interest.  The  Hontana  Trust  and  Legacy  Fund  and  the  plan  for  its 
administration  appear  to  afford  ideal  arrangements  for  such  investments. 

Safe  and  Simple  Administration 

The  funds  are  safely  invested  by  the  State  Board  of  Land  Commissioners  as_  one 
common  fund  known  and  designated  as  the  Montana  Trust  and  Legacy  Fund.  This  is  the 
plan  followed  by  every  banker  and  investment  institution  throughout  the  civilized 
world.  Hundreds  and  thousands  of  separate  deposits  and  other  funds  subject  to  in- 
vestment are  regarded  as  one  common  fund  for  investment  purposes  irrespective  of 
individual  ownerships. 

At  the  end  of  each  year  one-twentieth  of  the  interest  collected  is  paid  into 
the  State  General  Fund,  and  the  remainder  is  apportioned  to  each  separate  fund  on 
the  basis  of  the  amount  thereof  at  the  beginning  of  the  year.  The  administration 
of  this  fund  has  the  special  safeguard  of  being  subject  to  the  supervision  of  the 
Justices  of  the  Supreme  Court,   Important  questions  were  submitted  to  the  Count  in 
February,  1932,  and  definitely  answered  by  the  Court  on  July  7,  1932.  See  193C 
Report,  page  56, 
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Funds  Constituting  the  Montana  Trust  and  Legacy 
on  June  30,  1934 

Escheated  Estate  Fund $  138,238.88 

Senator  V/alsh  Endowment  Fund 5,000.00 

Orphans'  Home  and  T.  B.  Society 694.42 

State  Land  Department  Unclaimed  Balance  Fund 450.53 

Total $  144,363.63 


How  Invested 


County,  City  and  School  District  Bonds $  138,646.64 

Cash  on  Hand  nith  State  Treasurer 5,716.99 

Total $   144,363.63 

The  "net  earnings"  for  the  calendar  year  ending  December  31,  1933,  v/as  nearly 
five  per  centum. 

The  fund  shO'.vs  an  increase  of  nearly  $25,000,00  since  June  30,  1932.  This 
increase  is  mainly  due  to  additional  estates  escheating  to  the  State  rf  Montana. 

Noble  Aspirations  I.&iy  Be  Realized  Through  This  Plan 

It  is  a  very  common  thing  that  people  of  means  set  aside  a  part  of  their  for- 
tune as  an  endOT.Tnent  for  some  form  of  vrelfare  work.  This  aspiration  for  some  part 
in  the  good  vork  of  the  future  and  the  desire  to  be  remembered  by  posterity  are 
fundamental  traits  in  human  nature  and  have  sho77n  themselves  from  the  earliest  times 
known  to  history. 

The  plan  -.vorked  out  by  the  State  of  Montana  for  the  administration  of  gifts 
for  these  various  and  numerous  purposes  should  have  a  strong  appeal  to  these  traits 
in  human  nature.   In  a  manner,  it  extends  the  ambitions  and  activities  of  the  givers 
into  the  distent  future,  and  it  makes  ample  provision  for  the  remembrance  of  their 
names . 
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TABLE  NO.  XXII 
COST  OF  ADMINISTRATION 
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July   1,    1932 

July  1,    1933 

to 

to 

June   30,    1933 

June  30,    1934 

Salaries: 

Commissioner $  3,600.0« 

Assistant  Commissioner •.*.*  2,400.00 

Other  Salaries 15,937.82 

1.  Official  Bonds 164.49 

2.  Postage,  stamped  envelopes,.... ....•■•  705.78 

3.  Telephone  and  Telegraph , 240.23 

4.  Record  Books  and  Blanks , .,  973,65 

5.  Sundry  Office  Supplies 322.54 

6.  Printing  Reports 305.07 

7.  U.  S.  Land  Office  Filing  Fees 40.00 

8.  Legal  Advertising  For  Lieu  Lands 42.50 

Traveling  Expenses 24.50 

9.  Expense  of  State  Land  Sales 

1.  Advertising ...», 

2,  Mileage  and  Expense  Attending  Sales,,,, 

10.  Advertising  -  Leasing  Oil  &,  Gas 20.00 

11.  Furniture  and  Equipment,  Machinery  &.   Rapairs,,  601.31 

12.  Industrial  Accident  Insurance , ,.»♦  

Totals $25,377.89 


$  3,600.00 

2,400.00 

15,475.26 

100.00 

1,135,60 

250.80 

780.80 

220.19 

4,00 
8,00 


150,00 
15,12 
33,00 

355. 5C 
18.39 

$24,546.66 


FIELT  DIVISION 

Under  Chief  Field  Agent 

1.  Salaries $  9,556.20       f  4,515.00 

2.  Traveling  Expenses  and  Other  Operating  Expenses   6,563.99  559,96 

Totals  for  Field  Division $16,120.19       $  5,074.96 

Total  Cost  for  Department ^41,498,08       $29,621.62 

Reductions  in  Appropriations  and  Cost  of  Administration 

A  comparison  of  the  cost  of  administration  between  the  two  last  fiscal  years 
might  lead  to  the  erroneous  conclusion  that  the  expenditures  for  the  fiscal  year 
ending  June  30,  1933,  and  for  previous  years  had  been  unnecessarily  high.  Such  is 
not  the  case.  The  1933  Legislative  Assembly  failed  to  make  any  appropriation  for 
the  field  service  except  the  appropriation  for  the  Chief  Field  Agent  and  for  one 
stenographer.  The  Chief  Field  Agent  has  all  the  work  he  can  possibly  attend  to  and 
a  little  more  right  in  the  office;  as  a  result  we  have  had  no  field  men  during  the 
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last  fiscal  year,  and  the  work  has  suffered  accordingly.  This  accounts  for  the  ap- 
parent "saving"  during  the  last  fiscal  year. 

Field  Men  Urgently  Needed 

On  June  30,  1934,  we  had  more  than  six  thousand  agricultural  and  grazing  leases 
outstanding  and  of  these  1,176  were  crop  share  leases;  there  were  119  oil  and  gas 
leases  in  effect  and  a  number  of  coal  leases  scattered  throughout  the  various  sec- 
tions of  the  state.  There  were  over  three  and  one-third  millions  of  dollars  in 
outstanding  sales  contracts  and  more  than  four  and  one-fourth  millions  of  dollars 
invested  in  state  farm  loans,  most  of  them  hopelessly  delinquent;  and  the  total  of 
unsold  lands  was  not  so  far  below  five  million  acres.  It  must  be  conspicuously 
evident  to  any  person  with  some  business  experience  that  this  vast  and  varied  estate 
cannot  be  satisfactorily  administered  without  a  number  of  men  in  the  field.  We 
doubt  if  there  is  any  business  institution  in  the  United  States  similar  to  this  de- 
partment that  attempts  to  run  its  business  almost  solely  through  letters  and  postage 
stamps.  Unquestionably  considerable  financial  losses  have  resulted  from  the  lack 
of  field  men. 

The  enactment  of  the  Taylor  Grazing  Act  is  likely  to  necessitate  the  exchange 
of  hundreds  of  thousands  of  acres  of  state  lands  for  lands  of  the  United  States, 
and  this  will  make  the  need  of  field  men  during  the  coming  years  even  more  urgently 
necessary. 

Reduction  in  Salary  Appropriations  and  Resulting  Overdrafts 

The  reduction  in  appropriations  for  this  department  has  not  been  confined  to 
field  men.  The  total  appropriation  for  salaries  in  the  Department  of  State  Lands 
and  Investments,  exclusive  of  salaries  for  the  field  division,  has  been  ^22,000.00 
per  annum  for  several  years,  and  of  this  appropriation  the  salaries  of  the  commis- 
sioner aggregating  §6,000.00  are  fixed  by  law,  leaving  only  $16,000.00  for  salaries 
of  all  others. 

The  salary  appropriations  for  each  of  the  two  fiscal  years  beginning  with  July 
1,  1933,  and  terminating  June  30,  1935,  was  only  §17,740.00;  deducting  from  this 
appropriation  the  salaries  fixed  by  law  in  the  sum  of  §6,000.00,  leaves  a  balance 
of  only  $11,740,00  per  annum  for  all  other  employees.  This  represents  a  cut  in 
salaries  of  these  employees  of  more  than  tv/enty-six  per  centum  from  the  appropria- 
tions for  previous  years.  It  was  found  absolutely  impossible  to  operate  the  de- 
partment in  a  somewhat  satisfactory  manner  on  this  appropriation  and  the  salary 
account  shows  an  overdraft  of  $3,735,26  for  the  fiscal  year  ending  June  30,  1934. 
The  expenditures  for  salaries  are  on  the  same  basis  during  the  present  fiscal  year 
and  will  therefore  result  in  a  total  overdraft  for  salaries  by  June  30,  1935,  of 
approximately  ^7,500.00,   It  will  therefore  be  necessary  to  obtain  a  deficiency 
appropriation  for  salaries  for  this  department  for  the  current  fiscal  year  in  the 
sum  of  approximately  $7,500.00, 

Meager  as  the  appropriations  v/ere  for  other  operating  costs  of  the  department 
for  the  two  fiscal  years  beginning  July  1,  1933,  and  terminating  June  30,  1935, 
there  will  be  some  unexpended  balances  in  some  of  these  accounts  at  the  close  of 
the  two  year  period.  We  estimate  these  unexpended  balances  to  aggregate  about 
$3,500,00,  including  unexpended  balance  in  the  expense  account  of  the  chief  field 
agent.  There  is  an  appropriation  of  ^2,000,00  per  annum  for  travelling  and  other 
expenses  for  the  chief  field  agent,  but  as  no  appropriation  was  made  for  field  men, 


fi 

6 

a)   S  -p 

o 

o 

c         C 

« 

^1 

fl 

Vh 

1— 1 

PL.     P=^ 

to   N   CO   rH 

CO  o  r^  o 

o 

<J> 

CD 

0> 

CO 

rH 

O   OD  rH   CO 
lO   CO   W   CO 
CO   O  fH   W 

CO 

CO 

CO 
CO 

CO 
CO 

r-\    r-{    r-\ 

r-i 

r-i 

r-i 

^ 

•  • 

•  » 

•  • 

•  • 

•  • 

inUDC^COOiQrHWCO^ 

cviNNWNcocoeocoeo 

0>0>0>0»0>0>0>0>0>CJ> 


0)     CO 

(-.  +^ 

X 
Eh 


to    T!    J3 


Odd 

•rH      03      S 

+^   a  o 

OHM 
P.   U 
Pi    0)     to 


o 

d  o 

OJVi'cJai+J      ■r^tQa) 

CN    3 

n 

rH        wri  ri  (l>  -t^  -n  x: 

«0    T3 

W)0 

, 

O 

CO 

B  o  >  to  o  o  +^ 

U    U 

• 

LO 

(D 

f-ioCQo«op,ci;H 

(D    P< 

« 

Qj 

O 

(DO       u  f^  a  c^  V  o 

+i 

CC 

x:  TS 

^ 

+J   C    0)  D,       -H   CO    B 

P.rH 

-p 

+^  a 

Pl-r-l     ^J                 CD                               CO) 

CO     'H 

<c 

o 

o       CO  f-i       c;  o:  o  --H 

^  o 

x: 

■p 

to 

£  rH  -p  <c  to  ^  ,C  -H  tr. 
o  ocO^<4-PcH+^  a 

o 

a 

<    - 

a) 

D 

to 

<D 

O        -P                     fn  ^ 

13 

01 

0) 

to 

o  x:  d      CO       p.  a; 

3 

a 

d) 

r-i 

■M 

•H 

ja 

n  -p  Vh      xi       Q*x^ 

o 

O 

e 

+i 

-p       cd  -p 

••.  *■  r.  '■■ 


i  I 

':  i 


^      ^: 


i  .' 


-4^; 


0 


^ 


66* 

there  will  be  a  considerable  balance  in  this  account  at  the  end  of  the  fiscal  year. 
If  the  Legislative  Assembly  would  authorize  the  transfer  of  all  these  unexpended 
balances  to  the  salary  account  of  the  commissioner,  assistant  commissioner  and 
others,  a  deficiency  appropriation  of  about  $4,000.00  would  enable  the  department 
to  operate  in  the  ordinary  manner  to  the  end  of  the  fiscal  year. 

The  appropriations  heretofore  made  for  salaries  will  be  exhausted  before  the 
end  of  February  1935,  and  it  vrill  be  impossible  to  operate  the  department  unless  a 
deficiency  appropriation  is  made. 

The  work  of  the  last  year  and  a  half  in  this  department  has  been  particularly 
heavy.  The  enactment  of  Chapter  42  of  the  1933  Session  Lav-s  practically  cutting 
in  two  grazing  rentals  on  state  lands  has  resulted  in  the  cancellation  of  the  bulk 
af  the  old  leases  and  the  issue  of  new  ones. 

The  Agricultural  Adjustment  Act  approved  by  the  President  May  12,  1933,  and 
embracing  the  Lomestic  Allotment  Plan  in  regard  to  wheat,  has  greatly  added  to  our 
work.  It  has  required  the  almost  constant  work  of  our  accountant  and  considerable 
help  from  other  clerks;  but  this  has  been  a  paying  business  for  the  depeirtment.  Up 
tc  June  50,  1934,  this  department  received  from  this  source  $122,852,09  from  adjust- 
ment payments  applying  to  the  1933  crop.  This  represents  twenty  cents  per  bushel 
and  there  is  about  eight  cents  per  bushel  yet  unpaid  which  should  bring  more  than 
$9,000.00  additional,  making  the  total  adjustment  payments  coming  to  this  depart- 
ment for  one  year  just  about  532,000.00,  being  approximately  $4,000.00  more  than 
the  total  appropriation  for  this  department  including  the  field  division  for  the 
current  fiscal  year. 

A  Revenue  Producing  Department 

luring  the  last  nine  fiscal  years  the  total  earnings  of  this  department  have 
amounted  to  more  than  $11,800,000.00,  an  average  of  more  than  $1,300,000.00  per 
annum.  It  would  appear  to  be  the  part  of  wisdom,  particularly  during  these  hard 
times,  to  make  sufficient  appropriations  for  this  revenue  producing  department  to 
enable  it  to  function  with  a  fair  degree  of  efficiency. 
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TABLE  NO.  XXIII 

RECEIPTS  FROM  STATE  LANDS  AND  THE  PERMANENT 
FUNDS  BY  YEARS 


67. 


Prior  to  1896... ■.■. ^   172 

Luring  1896 38 

1897 101 

1898 126 

1899 , 200 

1900 .    200 

1901 293 

1902 363 

1903 » 388 

1904 389 

1905 357 

1906 651 

1907 829 

1908 805 

1909 434 

1910 826 

1911...., 695 

1912 1,306 

1913 , 1 ,  223 

1914 1,122 

1915 1,219 

1916 1,657 

1917 1,812 

1918 1,828 

1919 2,265 

1920 1,77C 

1921  (Dec.  1,  1920,  to  June  30,  1921) 699 

1922 1,290 

1923 1,408 

1924 1,183 

TOTAL $25,663 


190.71 
185.23 

755.98 
833.71 
195.20 
275.25 
335.75 
584.63 
279.13 
812.60 
790.52 
352.62 
480.06 
105.35 
429.96 
836.01 
771.74 
892.75 
857.96 
205.27 
602.97 
639,21 
812.29 
712,43 
728,95 
070.57 
653,74 
891.25 
325.48 
456.66 


054.98 


Receipts  For 
Permanent 
Income Funds Totals 

June  30,  1925 $1,101,763.73  $  360,994.55  |1, 462, 758.28 

June  30,  1926 1,276,841.10  645,211.40  1,922,052.50 

June  30,  1927 1,403,869.20  697,056.60  2,100,920.80 

June  30,  1928 1,583,485.78  703,791.39  2,287,277.17 

June  30,  1929 1,588,916.71  745,245.45  2,334,162.16 

June  30,  1930 1,536,964.63  563,716.54  2,100,681.17 

June  30,  1931 1,314,364.67  344,701.33  1,659,066.00 

June  30,  1932 1,020,005.16  255,130.44  1,275,135.60 

June  30,  1933 992,896.98  173,472.02  1,166,369,00 

June  30,  1934 1,085,334.20  238,733.90  l,324,0c8.1C 

TOTAL $43,295,545.76 


July  1, 

1924 

July  1, 

1925 

July  1, 

1926 

July  1, 

1927 

July  1, 

1928 

July  1, 

1929 

July  1, 

1930 

July  1, 

1931 

July  1, 

1932 

July  1, 

1933 

GRAND 


This  table  shows   the  receipts  both  for  the  income  funds  and  for  the  permanent 
funds  belonging  to  the  public   schools  and  the  state  institutions  of  learning  for 
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68. 

which  federal  land  grants  Tzere  made  and  also  the  receipts  for  the  Capitol  Building 
Fund.  For  the  last  ton  fiscal  years  the  income  has  been  sei)Grated  from  the  receipts 
belonging  to  the  permanent  funds,  but  the  receipts  for  the  permanent  funds  for 
these  ten  fiscal  years  do  not  include  repayments  on  bonds,  vrarrants  and  other  in- 
vestments; only  the  original  receipts  for  these  permanent  funds  are  here  sho^m 
except  that  they  do  include  ropayments  on  state  farm  mortgages;  Table  No.  X  of  this 
report  does  not  include  repayments  on  mortgages.  For  an  itemized  statement  of  all 
receipts  both  for  the  income  funds  and  the  permanent  funds  see  Tables  numbered  I, 
II,  V  and  VI. 

TABLE  NO.  XXIV 

ANNUAI.  APPORTIONtlENT  OF  THE  INCOIIE  FROI;  IKE  PUBLIC  SCHOOL  PERMANENT  FUNDS,  ETC., 

TO  THE  SCHOOL  DISTRICTS  OF  THE  STATE 


YEAR  IN  WICH   APPORTIONED 


Number  of: 

Persons      ; 

of 

Amoimt 

.   School 

Amount 

Apportioned 

Age 

Per  Capita 

51,027.6C 

39,252 

<.1.30 

17,731.56 

:        42,218 

.42 

28,630.98 

46,179 

.       .62 

41,561.52 

49,478 

.      .84 

80,428.50 

53,619 

:    1.50 

105,842.20 

57,212 

:    1.85 

138,905.00 

61,736 

:    2.25 

168, '^19.80 

64,623 

:    2.60 

169,786.65 

66 , 583 

2.55 

183,366.75 

69,195 

:    2.65 

205,360.60 

70,814 

:    2.90 

217,494.00 

72,498 

•    3.00 

227,071.90 

:        73,249 

3.10 

250,380.00 

77,040 

:    3.25 

305,793.75 

:        81 , 545 

:   3.75 

266,415.00 

88,805 

•    3.00 

345,404.50 

98,687 

:   3.50 

419,096.00 

104,774 

.    4.00 

513,144.00 

114,032 

4.50 

632,085.00 

126,417 

.    5.00 

713,291.25 

135,865 

:    5.25 

810,991.50 

147,453 

5.50 

877,536.00 

159,552 

5.50 

890,873.50 

161,977 

•    5.50 

969,756.00 

161,625 

:    6.00 

954,418.20 

156,426 

:    6.10 

785,082.90 

160,211 

4.90 

936,794.40 

160,410 

5.84 

892,363.54 

157,745 

5.67 

1889  to  1896 :  $ 

1897 : 

1898 : 

1899 : 

1900 : 

1901 : 

1902 „ ...: 

1903 : 

1904 : 

1905 : 

1906 : 

19C7 : 

1908 : 

1909 : 

191C : 

1911 : 

1912 : 

1913 : 

1914 : 

1915 : 

1916 : 

1917 : 

1918 o.: 

1919 , : 

192r : 

1921 o : 

1922 , : 

1923 : 

1924 : 
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72. 

LEGISLATION  RELATING  TO  THIS  DEPAimffiNT 

A.  Laws  Recently  Enacted  —  National  and  State 

1.  Patents  to  Sections  16  and  36 

The  report  of  this  department  for  the  two  year  period  terminating  June  30, 
1932,  contains  information  in  regard  to  the  attempts  being  made  to  obtain  legisla- 
tion authorizing  the  Secretary  of  the  Interior  to  issue  patents  to  the  various  states 
to  "numbered  school  sections  in  place".  Originally  it  was  sought  to  obtain  this 
legislation  as  an  amendment  to  the  bill  of  the  late  Senator  T.  J.  Walsh,  amending 
Section  11  of  the  Enabling  Act,  which  was  approved  by  the  President  on  May  7,  1932, 
printed  inside  the  first  cover  of  this  report;  but  the  amendment  was  rejected  in  the 
House  of  Representatives.  Senator  'Jalsh  and  Congressman  Evans  reintroduced  this 
amendment  as  a  separate  bill,  but  owing  to  the  pressure  of  other  legislation  in  Con- 
gress, it  failed  of  enactment.  Senator  J.  E.  Erickson  reintroduced  the  bill  on  May 
20,  1933  —  S-1825.  It  was  finally  enacted  into  law  by  the  approval  of  the  Presi- 
dent on  J\ine  21,  1934,  and  reads  as  follows: 

"(Public — No.  440 — 73d  Congress) 
(S.  1825) 

AN  ACT 

Authorizing  the  Secretary  of  the  Interior  to  issue  patents  to  the  numbered  school 
sections  in  place,  granted  to  the  States  by  the  Act  approved  February  22, 
1889,  by  the  Act  approved  January  25,  1927  (44  Stat.  1026),  and  by  any  other 
Act  of  Congress, 

BE  IT  ENACTED  BY  THE  SENATE  AbTD   HOUSE  OF  REPRESENTATIVES  OF  THE  UNITED  STATES 
OF  AI.ffiRICA  IN  CONGRESS  ASSEIBLEP,  That  the  Secretary  of  the  Interior  shall  upon 
the  application  by  a  State  cause  patents  to  be  issued  to  the  numbered  school  sec- 
tions in  place,  granted  for  the  support  of  common  schools  by  the  Act  approved  Feb- 
ruary 22,  1889,  by  the  Act  approved  January  25,  1927  (44  Stat.  1026),  and  by  any 
other  Act  of  Congress,  that  have  been  surveyed,  or  may  hereafter  be  surveyed,  and 
to  which  title  has  vested  or  may  hereafter  vest  in  the  grantee  States,  and  which 
have  not  been  reconveyed  to  the  United  States  or  exchanged  with  the  United  States 
for  other  lands.  Such  patents  shall  show  the  date  when  title  vested  in  the  State 
and  the  extent  to  which  the  lands  are  subject  to  prior  conditions,  limitations, 
easements,  or  rights,  if  any.  In  all  inquiries  as  to  the  character  of  the  land  for 
which  patent  is  sought  the  fact  shall  be  determined  as  of  the  date  when  the  State's 
title  attached. 


Approved,  June  21,  1934," 


^^t"*********** 


The  report  of  the  Acting  Secretary  of  the  Interior  on  the  pending  bill  gives 
some  indication  of  the  necessity  and  importance  of  this  legislation,  and  the  follow- 
ing is  quoted  from  his  report: 

"Mineral  lands,  as  a  rule,  were  excepted  from  the  original  grants  to  the 
States  of  certain  specified  sections  for  the  use  of  schools.  By  the  act  of  January 
25,  1927  (44  Stat.  1026),  as  amended  by  the  act  of  Lfay  2,  1932  (47  Stat.  140),  these 
grants  to  the  States  of  certain  sections  of  land  for  school  purposes  v;ere  extended 
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to  embrace  such  sections  that  were  of  mineral  character,  Kith  certain  exceptions  as 
therein  provided. 

There  has  been  no  provision  of  lew  thereby  the  States  may  be  given  evidence 
of  title  to  such  school  section  lands,  either  by  United  States  patent  or  other 
formal  instrument  of  conveyance,  the  statute  making  the  grant  operating  as  a  con- 
veyance as  uell,  vrith  respect  to  lands  of  the  character  and  status  subject  to  the 
grant. 

The  ne)d  of  the  legislation  along  the  lines  proposed  by  the  bill  under  con- 
sideration has  long  been  manifest,  in  order  to  do  array  nith  the  uncertainty  of 
title  in  and  to  these  school  section  lands.  It  might  appear  that  the  grant  of 
mineral  lands  made  by  the  act  of  January  25,  1927,  would  do  aray  v/ith  this  uncer- 
tainty of  title  to  a  groat  extent,  but  this  is  not  the  case,  inasmuch  as  it  is 
necessary  to  ascertain  the  character  of  the  land  at  the  date  when  title  would  other- 
wise attach  in  order  to  know  whether  or  not  title  vested  in  the  State,  either  under 
the  grant  of  nonmineral  lands  made  by  the  original  granting  act  or  under  the  grant 
of  mineral  lands  made  by  the  act  of  January  25,  1927, 

In  the  absence  of  some  provision  by  which  the  knov/n  condition  of  the  speci- 
fied sections,  at  the  time  when  the  grant  takes  effect,  can  be  ascertained  and  ad- 
judicated, and  evidence  of  title  issued  accordingly,  the  title  of  the  State  must 
remain  in  doubt  and  be  subject  to  attack. 

The  iirgent  need  of  legislation  such  as  that  proposed  by  the  bill  under  con- 
sideration is  beyond  question,  and  I  earnestly  recommend  that  the  bill  be  enacted 
into  law, 

Oscar  L.  Chapman 

Acting  Secretary  of  the  Interior," 

In  obtaining  this  legislation  Senator  J.  E,  Erickson  has  rendered  a  most 
valuable  service  of  enduring  value  to  the  State  of  Montana  and  the  other  states  to 
which  lands  of  the  United  States  have  been  granted  for  the  support  of  their  schools. 

The  present  commissioner  of  this  department  takes  some  pride  in  having  initi- 
ated the  movement  for  the  enactment  of  this  legislation.  The  bill  was  originally 
written  by  him,  Mr,  E.  C.  Finney,  then  Solicitor  of  the  Department  of  the  Interior, 
and  Thomas  C,  Havell,  Assistant  Commissioner  of  the  General  Land  Office.  It  was 
thereupon  most  carefully  scrutinized,  amended  and  approved  by  Senator  T.  J.  Walsh, 

Applications  for  patents  to  Sections  16  and  36  will  be  promptly  made.  It  is 
quite  likely  that  it  will  take  several  years  before  all  the  patents  to  these  sec- 
tions are  issued. 


2,  The  Taylor  Grazing  Act 

On  March  11,  1932,  Senator  T.  J.  V/alsh  introduced  a  bill  proposing  to  grant 
to  the  public  land  states  subject  to  certain  terms,  conditions  and  exceptions,  "all 
the  unappropriated  and  unreserved  public  lands,  including  the  minerals  therein;  al- 
s»  all  lands  withdrawn  or  reserved  on  account  of  coal,  oil,  gas,  oil  shale,  phos- 
phate, potash,  or  other  valuable  minerals  contained  or  supposed  to  be  contained 
therein;  also  all  lands  restored  to  the  public  domain  through  the  cancellation  of 
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homestead  entries  or  other  entries,  rights  or  claims;  also  all  lands  eliminated  in 
any  manner  from  national  parks  or  mcnuiaents,  national  forests,  Carey  Act  withdrawals, 
and  lands  reserved  for  reclamation  purposes  or  withdrawn  or  reserved  for  other  pur- 
poses, but  only  \Jhen   and  to  the  extent  that  these  lands  in  any  manner  become  elim- 
inated from  such  parks,  reservations,  and  withdrawals  as  hereafter  provided  in  this 
act;  also  all  minerals,  including  coal,  oil  and  gas,  and  mineral  rights,  and  other 
rights  connected  therewith,  which  have  been  reserved  by  the  United  States  in  the 
lands  to  which  the  title  has  passed  from  the  United  States  under  the  homestead  laws 
or  other  laws  of  the  United  States  subject  to  mineral  reservations". 

The  plan  was  that  these  lands  and  resources  should  be  administered  by  the 
state  land  departments  of  the  various  states  and  the  proceeds  from  the  sale  and 
other  disposition  of  the  lands  should  constitute  permanent  f\inds  for  the  support  of 
schools  and  for  other  public  purposes.  The  enactment  of  this  legislation  would  have 
been  of  vast  and  endiiring  value  to  the  State  of  Montana  and  to  the  other  states  of 
the  West, 

The  Walsh  Bill  is  quite  fully  discussed  in  the  1932  report  of  this  department 
beginning  on  Page  94.  It  failed  of  enactment  but  was  reintroduced  with  certain  im- 
portant changes  relating  to  reclamation  by  Senator  J.  E.  Erickson,  also  by  the  late 
Senator  Kendrick  of  Wyoming  and  by  his  successor  Senator  O'Mahoney.  The  Secretary 
of  the  Interior  was  opposed  to  these  sweeping  grants  of  public  lands  to  the  states 
and  supported  a  bill  introduced  by  Representative  Taylor  of  Colorado  which  was 
finally  enacted  into  law  by  the  signature  of  the  President  on  June  28,  1934,  Public 
No,  482,  The  following  is  quoted  from  a  statement  of  the  President  on  approval  of 
the  act: 

"It  authorizes  the  Secretary  of  the  Interior  to  provide  for  the  protection, 
orderly  use,  and  regulation  of  the  public  ranges,  and  to  create  grazing  districts 
with  an  aggregate  area  of  not  more  than  80  million  acres.  It  confers  broad  powers 
on  the  Secretary  of  the  Interior  to  do  all  things  necessary  for  the  preservation  of 
these  ranges,  including,  amongst  other  porers,  the  right  to  specify  from  time  to 
time  the  number  of  livestock  which  may  graze  within  such  districts  and  the  seasons 
when  they  shall  be  permitted  to  do  so.  The  authority  to  exercise  these  po\7ers  is 
carefully  safeguarded  against  impairment  by  State  or  local  action.  Creation  of  a 
grazing  district  by  the  Secretary  of  the  Interior  and  promulgation  of  rules  and 
regulations  respecting  it  will  supersede  State  regulation  of  grazing  on  that  part 
of  the  public  domain  included  within  such  district." 

Roughly  speaking  there  is  approximately  six  million  acres  of  ur^reserved  pub- 
lic lands  of  the  United  States  v/ithin  the  boundaries  of  the  State  of  Montana,  In- 
termingled with  there  lands  there  are  approximately  five  million  acres  of  state 
lands,  including  the  so-called  mortgage  lands.   The  administration  contemplated  by 
the  Taylor  Grazing  Act  is  not  likely  to  be  fully  in  line  with  the  administration 
that  must  be  given  to  the  state  owned  lands  under  the  requirements  of  the  Enabling 
Act  and  the  mandates  of  the  Constitution.  The  lands  granted  to  the  State  of  Itontana 
are  to  be  sold,  the  proceeds  from  these  sales  to  constitute  permanent  fimds  for  our 
schools  and  various  state  institutions. 

It  is  likely  that  the  administration  of  grazing  districts  under  the  Taylor 
Grazing  Act  will  be  such  as  to  remove  the  incentive  to  purchase  the  state  owned 
lands  within  these  districts.   If  so,  the  enactment  of  the  Taylor  Grazing  bill  woiild 
result  in  a  material  and  permanent  Impairment  of  the  value  of  the  lands  already 
granted  to  the  State  of  Montana.  To  some  extent  it  would  tend  to  defeat  the  very 
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end  and  purpose  for  which  the  Federal  land  grants  v/ere  made  to  our  state. 


In  order  to  prevent  this  result,  it  -i/ill  probably  be  necessary  for  the  State 
of  Montana  to  endeavor  to  exchange  state  lands  nithin  such  grazing  districts  for 
ether  lands  of  the  United  States  so  that  the  state  owned  lands  may  be  consolidated 
Into  somewhat  compact  bodies  of  considerable  size. 

The  Taylor  Grazing  bill  makes  provision  for  exchanges  of  this  kind  and  it  is 
hoped  that  the  Secretary  of  the  Interior  vill  work  out  exchange  regulations  under 
which  these  exchanges  may  be  effected  with  the  least  possible  work,  trouble  and  ex- 
pense to  the  states.  The  ideal  arrangement  would  appear  to  be  to  exchange  numerous 
tracts  including  hundred  of  thousands  of  acres  in  one  single  transaction, 

I  regard  this  exchange  problem  as  the  most  important  business  now  before  this 
department • 

3,  State  Laws  Recently  Enacted 

Chapter  42  of  the  1933  Session  Laws  which  practically  speaking  reduces  graz- 
ing rentals  on  state  lands  to  one-half  of  the  former  rates  has  already  been  dis- 
cussed under  the  heading  "Additional  Information  in  Regard  to  Leasing  and  Rentals", 

The  1933  Session  of  the  Legislative  Assembly  also  enacted  Chapter  186,  mak- 
ing very  important  ancndments  to  Sections  48,  49  and  50  of  Chapter  60  of  the  1927 
Session  Laws  dealing  with  mineral  prospecting  permits  and  mineral  leases  on  state 
lands.  This  new  legislation  provides  among  other  things  "that  all  such  leases 
shall  be  on  a  royalty  basis  and  that  the  royalty  shall  be  three  per  centum  of  the 
values  of  the  ores,  metals,  precious  stones,  or  other  valuable  minerals  after  mill 
and  smelter  treatment". 


The  Enabling  Act  and  the  Constitution  provide  "that  none  of  such  lands,  nor 
any  estate  or  interest  therein,  shall  ever  be  disposed  of  except  in  pursuance  of 
general  lavrs  providing  for  such  disposition,  nor  unless  the  full  market  value  of  the 
estate  or  interest  disposed  of,  to  be  ascertained  in  such  manner  as  may  be  provided 
by  law,  has  been  paid  or  safely  secured  to  the  state". 

It  appears  quite  obvious  that  three  per  centum  of  the  values  of  the  minerals 
mined  will  not  in  all  cases  represent  the  full  market  value;  and  for  these  reasons 
this  amendment  to  the  statutes  governing  the  issue  of  mineral  prospecting  permits 
and  mining  leases  has  been  ignored.  All  prospecting  permits  issued  by  this  depart- 
ment have  provided  for  a  minimum  royalty  of  five  or  ten  per  centum.  On  April  11, 
1934,  the  Board  granted  its  secretary  authority  to  issue  mineral  prospecting  permits; 
"but  all  such  permits  shall  provide  that  in  case  mining  leases  are  issued  the  royal- 
ty to  be  paid  to  the  state  shall  not  be  less  than  ten  per  centum  of  the  value  of  the 
ore,  metals,  precious  stones  and  other  valuable  minerals  at  the  mouth  of  the  mine". 

Numerous  prospecting  permits  have  been  issued  under  these  regulations  fixing 
the  minimum  royalty  at  ten  per  centum. 

It  is  hoped  that  this  legislation  in  regard  to  prospecting  permits  and  min- 
ing leases  on  state  lands  will  be  clarified  and  improved  at  the  coming  session  of 
the  Legislative  Assembly  in  full  accordance  with  the  Enabling  Act  and  the  Constitu- 
tion. 
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As  rlreedy  related  in  this  report,  thts  statutes  providing  for  the  investment 
of  permanent  school  funds  and  other  permruent  trust  funds  in  state  farm  mortgage 
loans  was  repealed  by  Chapter  139  of  the  1933  Session  Lar;s, 

B,  New  Legislation  Needed 

1.  State  Farm  Loans 
Plan  of  Repayment  to  the  School  Fund 

The  introductry  letter  to  this  report  addressed  to  Gkivornor  F.  H.  Cooney 
ma.kes  reference  to  the  condition  of  the  State  Farm  Loans  and  urges  the  enactment  of 
legislation  acknowledging  the  state's  indebtedness  to  the  Public  School  Permanent 
Fund  and  mz:.king  provision  for  its  repayment.  On  June  30,  1934,  the  amount  actually 
invested  in  these  loans,  not  including  accrued  interest,  amounted  to  $4,270,562,27. 
Table  No.  XIII  sho\7s  the  condition  of  these  farm  loans  in  detail  and  additional  in- 
formation follows  the  table.  The  report  of  this  department  for  1928,  1930  and  1932 
proposes  a  plan  designed  to  bring  this  settlement  about,  and  this  plan  is  again 
recommended.  It  proposes  that  the  state  shall  acknowledge  itself  indebted  for  the 
exact  amount  invested  in  State  Farm  Loans  and  remaining  unpaid  not  including  accrued 
interest.   It  further  proposes  that  the  state  itself  shall  take  over  the  farm  loans, 
all  the  lands  to  which  the  statp  has  taken  title  under  these  loans,  and  all  rights 
andequities  whatsoever  arising  in  connection  therewith.  It  is  proposed  that  the 
state  shall  pay  interest  on  the  amount  invested  in  such  loans  at  the  rate  of  four 
per  centum  per  annum,  and  both  the  interest  and  the  principal  are  to  be  repaid  from 
the  loans  and  assets  taken  over  by  the  state  as  far  as  that  can  be  done,  and  as 
rapidly  as  the  collections  will  permit.  It  also  ma.kes  specific  provision  for  the 
payment  of  foreclosure  expenses  and  other  necessary  costs  in  connection  with  these 
loans . 


It  is  now  very  obvious  that  the  state  will  siiffer  considerable  losses  on  these 
investments  and  for  this  reason  the  Legislative  Assembly  should  provide  additional 
funds  from  some  other  source  than  the  loans  themselves  for  the  liquidation  of  this 
indebtedness.  As  the  State  General  Fund  is  already  overdrawn,  the  required  money 
should  not  come  from  that  so\jrce;  some  specific  revenue  should  be  designated. 

Legal  Assumption  Involved 

The  proposed  bill  assumes  that  under  the  plain  provision  of  Section  3  of  Ar- 
ticle XI  of  the  Constitution  the  state  is  liable  for  the  safe-keeping  of  the  Public 
School  Permanent  Fund.  The  liability  for  the  repayment  of  the  amount  invested  in 
farm  loans  is  therefore  created  by  the  Constitution  itself  and  not  by  the  proposed 
act.  For  these  reasons  the  taking  over  of  the  farm  loans  on  the  part  of  the  state 
ioes  not  constitute  a  violation  of  Section  2  of  Article  XIII  of  the  Constitution. 
It  cannot  be  unconstitutional  to  carry  into  effect  the  provisions  of  the  Constitu- 
tion.  The  entire  plan  rests  on  this  basic  assumption;  if  this  assumption  is  errone- 
ous f the  whole  measure  will  fall. 

Simple  and  Advantageous  to  Both  Parties 

The  proposed  bill  insirres  to  the  Public  School  Fund  interest  at  the  fixed 
rate  of  four  per  centum  per  annum  on  the  actual  investment.  Under  the  present  con- 
dition of  tho  loans  it  is  often  difficult  to  calculate  what  part  of  a  collection  is 
interest  and  what  part  is  principal  for  the  reason  that  when  loans  are  foreclosed 
and  lands  resold,  unpaid  interest  en  the  original  loan  is  included  in  the  principal 
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of  the  thirty- three-year  amortization  contract.  Unless  a  settlement  along  the  lines 
proposed  is  adopted  this  condition  will  become  more  and  more  complex  as  the  years  go 

by. 

It  would  fix  the  amount  of  the  loans  so  permanently  that  the  numerous  changes 
in  the  various  assets  representing  the  loans  through  foreclosure  proceedings,  pay- 
ment of  taxes,  sales,  cancellation  of  sales  contracts  and  resales  would  never  bring 
into  doubt  the  actual  and  exact  amount  of  the  investment. 

By  permitting  the  state  to  apply  the  collections  from  time  to  time  made  on 
interest  and  principal  it  would  enable  the  state  to  extinguish  the  principal  just 
as  fast  and  just  as  slow  as  the  collections  permitted.  Probably  no  better  repay- 
ment plan  could  be  devised  for  the  state.  If  we  do  not  take  care  of  this  obliga- 
tion in  this  manner,  it  is  likely  someday  to  lead  to  another  bond  issue,  resulting 
in  increased  tax  burdens. 

Taken  as  a  whole  it  is  thought  that  the  proposed  bill  embodies  a  simple, 
honest  and  workable  plan  of  settlement.  It  should  also  give  to  the  officers  and 
people  of  the  state  the  satisfaction  of  knouing  that  they  have  endeavored  to  dis- 
charge with  fidelity  the  sacred  trust  assumed  by  them  of  safekeeping  the  Public 
School  Permanent  Fund, 

2.  Reservation  of  Oil  and  Gas  in  "l.fortgage  Lands" 

The  term  "mortgage  lands"  applies  to  lands  to  which  the  state  has  foiind  it 
necessary  to  take  title  in  connection  with  its  farm  loan  business.  When  Chapter  6C 
of  the  1927  Session  Laws  v/as  vrritten  it  reserved  from  sale  coal,  oil  and  gas  and 
other  minerals  in  state  lands  including  mortgage  lands  (Section  65) ,  In  the  case 
of  mortgage  lands,  however,  the  purchaser  of  the  land  was  entitled  to  receive  a 
royalty  of  one  per  centum  on  all  oil  and  gas  produced,  the  royalty  to  be  paid  direct- 
ly to  him  by  the  producer.  The  additional  exception  was  also  made  that  if  the  land 
was  repurchased  by  the  original  mortgagor  or  anj''  one  claiming  under  him  through  the 
redemption  period,  then  the  oil  and  gas  reservations  would  not  apply;  all  rights 
that  passed  with  the  land  from  the  nortgagor  to  the  state  went  back  to  the  purchaser 
But  in  1929  the  Legislature  so  amended  this  section  that  no  mineral  reservations 
whatever  applies  to  mortgage  lands,  no  matter  who  became  the  purchaser  —  Chapter 
28,  Coal,  oil  and  gas  would  thus  be  sold  outright  together  with  the  land  in  which 
it  was  found. 

It  is  believed  that  this  is  bad  legislation.  The  state  will  suffer  very  con- 
siderable losses  in  connection  with  its  farm  loan  business,  and  every  reasonable 
means  should  be  used  for  keeping  these  losses  down  as  low  as  possible.  The  dis- 
covery of  oil  or  gas  in  large  luantities  in  one  single  tract  of  mortgage  land  might 
do  considerable  towards  reimbursing  the  state  for  its  losses.  This  would  benefit 
all  the  taxpayers  of  the  state.   It  is  therefore  recommended  that  this  section  be 
re-amended  approximately  to  its  original  form.  This  legislation  was  also  recom- 
mended in  the  1932  report. 

3,  Proposed  Amendment  of  Section  2,  Article 
XVII  of  the  State  Constitution 

Under  the  provisions  of  this  section  of  the  Constitution  as  it  now  stands, 
all  state  lands  within  the  limits  of  any  town  or  city,  or  within  three  miles  of  such 
limits,  "shall  be  sold  in  alternate  lots  of  not  more  than  five  acres  each."  The 
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Supreme  Court  of  the  state  has  defined  the  meaning  of  the  words  "town  or  city"  as 
here  used,  and  under  this  definition  it  appears  that  any  platted  townsite  Tvith  a 
post  office  and  a  few  places  of  business  and  residences  constitutes  a  town  or  city. 

Considering  the  great  number  of  such  t0',7ns  or  cities  nov7  found  within  the 
boundaries  of  the  state,  it  will  readily  be  seen  that  these  provisions  for  selling 
all  state  lands  within  three  miles  of  their  limits  in  alternate  lots  of  not  more 
than  five  acres  each,  constitute  a  serious  difficulty  in  the  sale  of  lands.  At  the 
present  time  the  effect  of  these  provisions  is  directly  opposite  to  what  was  intend- 
ed. It  deters  people  from  bidding  on  lands  so  situated.  These  provisions  of  the 
Constitution  should  therefore  be  amended, 

4.  The  Unified  Investment  Plan 
Proposed  Amendment  of  Article  XXI  of  the  State  Constitution 

In  addition  to  the  investment  of  the  Public  School  Permanent  Fund,  this  de- 
partment is  also  charged  with  the  investment  of  eleven  other  funds  belonging  mainly 
to  the  educational  institutions  of  the  state.  On  June  30,  1934,  the  total  of  these 
investments  and  the  cash  on  hand  exceeded  seventeen  million  dollars.  There  is  also 
a  considerable  number  of  more  or  less  permanent  funds  subject  to  investment  under 
the  administration  of  various  state  boards  and  officers.  Yfith  ths  exception  of  the 
funds  invested  through  this  department  as  part  of  the  Montana  Trust  and  Legacy 
Fund,  each  one  of  these  various  funds  must  be  separately  invested.  Obviously  this 
has  its  difficulties.  It  is  not  an  easy  matter  to  find  investments  of  the  right 
kind  and  in  the  right  amount  for  the  dribbling  additions  to  the  various  funds  nor 
for  the  repayments  from  time  to  time  made.  Unless  close  and  constant  attention  is 
given  to  each  separate  fund,  the  investment  of  the  smaller  funds  will  not  be  made 
at  all  for  considerable  periods  of  time. 

Article  XXI  of  the  State  Constitution,  of  which  the  present  commissioner  is 
the  author,  points  the  way  toward  the  investment  of  all  these  various  and  numerous 
separate  funds  as  one  common  fund  to  be  known  and  designated  as  the  Montana  Trust 
and  Legacy  Fund,   Chapter  70  of  the  1929  Session  Laws  provides  somewhat  detailed 
regulations  for  carrying  into  effect  this  new  article  of  the  State  Constitution. 
Under  these  constitutional  and  statutory  provisions  all  separate  funds  may  be  joint- 
ly invested;  but  Section  10  of  the  said  Article  XXI  specifically  provides  that  the 
plan  shall  not  apply  to  the  Public  School  Fund  of  the  state.  The  reason  for  making 
this  exception  was  that  the  plan  then  was  new  and  untried  and  if  it  was  made  to 
apply  to  the  millions  of  dollars  belonging  to  the  Public  School  Fund,  the  voters 
might  be  apprehensive  of  the  results  and  vote  down  the  amendment.  The  plan  has  now 
been  tested  out;  the  Montana  Trust  and  Legacy  Fund  has  become  a  reality.  Informa- 
tion has  already  been  given  in  regard  to  this  fund  earlier  in  this  report. 

It  is  believed  that  this  article  of  the  constitution  should  new  be  amended 
and  the  plan  extended  so  as  to  include  the  Public  School  Permanent  Fund  and  all  the 
other  permanent  funds  arising  from  the  Federal  Land  Grants  to  the  State  of  Montana, 
The  plan  should  be  made  so  comprehensive  as  to  permit  the  investment  of  every  fund 
under  the  administration  of  the  state  subject  to  investment. 

Section  1  of  Chapter  70  of  the  1929  Session  Laws  contains  the  following  ex- 
planation of  the  plan  and  its  operation: 

"Under  this  plan  all  securities  purchased  and  all  cash  on  hand  will  belong 
jointly  to  the  funds  invested;  they  will  share  the  interest  collected  on  the  same 
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basis,  and  losses  if  any  will      automatically  distribute  themselves  pro-rata  over 
all  the  funds;  but  each  fund  will  maintain  its  separate  existence;  all  receipts  for 
each  fund  including  its  share  of  the  interest  collected  '..-ill  be  added  to  that  fund, 
and  every  payment  made  \7ill  be  deducted  from  the  proper  fund." 

Advantages  of  the  Plan 

Special  safeguards  are  provided  in  the  Constitution  protecting  the  Montana 
Trust  and  Legacy  Fund;  under  the  provisions  of  Section  17  of  Article  XXI,  the  Justices 
of  the  Supreme  Court  are  constituted  a  supervisory  board  over  the  entire  administra- 
tion of  this  fund.  These  safeguards  are  not  available  for  the  separate  investment 
of  the  individual  funds  under  existing  legislation. 

The  joint  investment  will  permit  a  much  fuller  utilization  of  the  various 
funds;  the  small  balances  belonging  to  the  separate  funds  might  not  be  large  enough 
for  individual  investments,  but  taken  together  they  can  be  advantageously  invested. 
In  fact  a  small  fund  is  very  likely  to  be  entirely  overlooked  and  neglected  under 
the  primitive  plan  of  separate  investments. 

Under  the  unified  investment  plan  all  funds  large  and  small  will  receive  the 
same  attention  and  the  same  advantage  of  good  investments  and  receive  the  same  rate 
of  interest. 

'.Thile  it  allows  a  closer  investment  of  each  and  all  funds,  it  also  makes  each 
fund  better  able  to  meet  any  sudden  demand  upon  it,  as  the  entire  cash  balance  be- 
longing to  all  the  funds  is  available  to  meet  any  emergency. 

The  unified  investment  plan  here  recommended  does  not  represent  a_  new-fangled 
idea;  it  _is  not  an  untried  scheme ;  on  the  contrary,  it  is  a_  tested  plan  that  has 
been  followed  by  every  bank  and  banker  throughout  civilization  for  centuries.  How 
could  _a  banker  transact  business  if  he  had  to  find  a  suitable  invpstment  for  each 
separate  deposit?  The  unified  plan  has  been  found  absolutely  necessary  for  invest- 
ments made  by  banks  and  bankers.  This  bill  proposes  to  extend  this  plan  in  the  in- 
vestment of  funds  under  the  administration  of  the  state. 

Under  this  proposed  plan,  we  can  develop  a  strong  financial  institution  for 
the  safe,  economical  and  efficient  investment  of  all  funds  subject  to  investment  by 
the  state  itself.  Its  growing  strength  and  power  should  be  of  immeasurable  help  in 
carrying  out  the  numerous  and  increasing  functions  of  the  modern  state. 
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The  Domestic  Allotnent  Plan 

The  1932  report  of  this  department  devotes  eight  pages  to  the  advocacy  of  the 
Domestic  Allotment  Plan  —  pages  104  to  111  inclusive.  At  that  time  the  Domestic 
Allotment  Plan  was  entirely  in  its  formative  stages.  My  statement  was  more  than  a 
mere  exposition  of  the  plan;  irrespective  of  previous  proposals  for  some  form  of  a 
Domestic  Allotment  scheme,  it  delineated  in  considerable  detail  a  plan  which  the 
writer  thought  v/ould  work.  It  is  not  claimed  that  this  advocacy  of  the  proposed  plan 
in  the  1932  report  had  much  to  do  with  its  enactment  into  law;  but  the  fact  remains 
that  all  its  main  points  are  embodied  in  the  Agricultural  Adjustment  Act  approved  by 
President  Roosevelt  on  }J\ay   12,  1933. 

Dr.  Iff.  J.  Spillman,  late  of  the  United  States  Department  of  Agriculture,  is 
probably  the  real  originator  of  the  plan.  Mr.  H.  I.  Harriman,  several  times  Presi- 
dent of  the  United  States  Chamber  of  Commerce;  Mr.  M.  L.  V/ilson,  cf  the  Montana  State 
College,  now  Assistant  Secretary  of  Agriculture;  and  r,!r.  Henry  A.  Wallace,  now  Sec- 
retary of  Agriculture,  should  probably  be  given  the  main  credit  for  having  the  plan 
enacted  into  law.  The  national  farm  leaders  were  slow  and  late  in  coming  to  its 
support.  Dr.  Geo.  E.  Farrell  now  has  charge  of  the  administration  cf  the  Domestic 
Allotment  Flan  applying  to  wheat.  He  has  devoted  a  great  part  of  a  life  time  to  the 
study  of  agricultural  problems. 

How  It  Has  Worked  In  Montana 

In  the  case  of  crop  share  leases,  the  state  receives  the  same  sheire  cf  the 
adjustment  payment  as  the  share  it  receives  of  the  crops.  The  first  adjustment  pay- 
ment applying  to  the  1933  wheat  crop  was  twenty  cents  per  bushel  and  the  total  amount 
of  these  payments  to  this  department  amounted  to  $22,852.09.  The  remainder  of  the 
adjustment  payment  on  the  1933  crop  v/ill  come  to  about  eight  cents  per  bushel  and 
this  should  bring  more  than  $3,000,00  additional,  making  the  total  adjustment  payment 
applying  to  the  1933  crops  coming  to  this  department  about  $32,000.00.  This  is 
|p4 ,000.00  more  than  the  total  annual  appropriations  made  by  the  1933  Legislature  for 
this  department,  including  the  field  division. 

Information  received  directly  from  the  Agricultural  Adjustment  administration, 
Washington,  D.  6,,  is  to  the  effect  that  the  first  adjustment  payment  cf  twenty  cents 
per  bushel  applying  to  the  1933  wheat  crop  in  Montana  amounted  to  $4,361,666.00;  and 
that  the  second  payment  amounted  to  $1,965,000.00.  This  makes  the  total  adjustment 
payment  applying  to  the  1933  wheat  crop  made  to  farmers  throughout  the  State  of 
Montana  $6,326,666.00. 

Wider  Significance  cf  the  Plan 

This  plan  has  enabled  millions  of  farmers  scattered  throughout  the  United 
States  to  work  together  for  one  common  purpose;  and  it  has  demonstrated  that  con- 
trolled €uid  regulated  agriculture  is  to  some  extent  possible.  This  is  an  accomplish- 
ment of  immeasurable  and  enduring  value.  Foreigi.  countries,  which  during  the  V/orld 
War  and  befoie  bought  large  ciuantitics  of  wheat  and  other  agricultural  products  from 
this  country,  are  now  producing  sufficient  for  home  consumption  and  even  some  for 
export.  This  has  been  broiight  about  and  maintained  through  subsidies  and  high  tariff 
walls  against  Imports.  The  leading  countries  of  Europe  are  straining  themselves  to 
obtain  economic  nationalism  —  economic  self  sufficiency;  and  this  strenuous  aspira- 
tion shows  no  sign  of  abating.  It  v/ill  therefore  behoove  us  to  regulate  our  agri- 
culture and  economic  life  largely  on  the  basis  of  the  home  market.  Needless  to  say, 
we  should  not  overlook  any  opportimity  to  truck  and  trade  with  foreign  countries; 


r 


»  •    « 


81. 

but  this  shotdd  not  be  permitted  to  dcsmoralize  oxa  homo  market. 

The  regulation  of  agriculture  through  the  Domestic  Allotment  Plan  and  such 
other  plans  as  American  statesmen  may  develop  is  therefore  of  far  reaching  and  en- 
during importance  in  the  protection  of  cur  economic  well  being  and  independence  from 
foreign  domination. 

A  More  Comprehensive  Plan 

Encouraged  by  the  success  of  the  Domestic  Allotment  Plan,  I  have  been  embold- 
ened to  give  considerable  thought  to  other  economic  problems  of  national  scope.  The 
powers  of  the  individual  state  are  steadily  shrinking;  the  pov/crs  of  the  national 
government  are  expanding.  To  accomplish  an  important  thing  for  a  state,  it  is  often 
found  necessary  to  work  through  the  national  government.  The  Domestic  Allotment  Plan 
could  not  possibly  have  been  carried  out  by  one  state  alone.  In  endeavoring  to  solve 
some  of  the  problems  of  this  department  and  this  state,  it  appears  necessary  to  ap- 
proach them  through  national  planning  and  legislation.  For  this  reason  I  want  to 
call  the  attention  of  the  reader  tc  my  plan  for  "A  Supplementary  Currency  Based  on 
Commodities"  and  to  Senator  Erickson's  Bill  introduced  in  June,  1934,  embodying  this 
plan. 

The  new  plan  would  retain  and  strengthen  the  regulation  and  control  of  pro- 
duction embodied  in  the  Domestic  Allotment  Plan;  but  it  would  make  the  imposition 
and  collection  of  processing  taxes  entirely  superfluous. 

The  staggering  economic  difficulties  still  besetting  us  challenge  our  best 
thinking  and  demand  boldness  of  initiative  and  planning.  This  is  a  Republic  —  a 
Democracy;  and  it  is  the  privilege  and  the  duty  even  of  the  most  humble  among  its 
citizens  to  give  serious  thought  to  its  problems. 

A  SUPPLEJffiNTAEY  CURRSNCY  BASED  CN 

COMXDITIES 

(This  was  originally  printed  on  October  18,  1933;  certain  details  are  therefore  not 
up  to  date,  but  they  are  not  sufficiently  important  to  warrant  a  revision  at  this 
time) 

■.7e  have  already  solved  one-half  of  the  Great  Economic  problem  of  this  country; 
we  can  produce ,  and  in  most  cases  actually  do  produce ,  an  abundance  of  all  material 
goods.  We  have  mountains  of  wheat  and  other  cereals  for  bread;  butter  and  cheese, 
jam  and  jelly  to  spread  in  thick  layers  upon  it;  the  land  flows  with  cream  and  drips 
with  honey;  we  have  storehouses  filled  with  vegetables  and  fruits  and  fish  and  meats. 
We  have  huge  supplies  of  wool  and  cotton  and  rayon  for  clothing,  and  a  superabundance 
of  materials  for  housing,  be  it  a  cottage  of  brick  or  a  mansion  of  marble.  This  is 
the  age  of  plenty  and  abundance.  It  is  s  glorious  achievement  of  civilization  that 
this  is  so.  And  yet  millions  v/ant  for  food,  go  about  in  rags  and  live  in  hovels.  It 
is  not  a  glorious  achievement  of  civilization  that  this  is  so;  it  is  a  melancholy 
proof  of  the  imperfection  of  our  economic  and  financial  system. 

To  bring  about  a  more  unhampered  and  more  nearly  just  and  equitable  distribu- 
tion of  our  abundant  stream  of  production  —  this  is  the  second  half  of  our  great 
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economic  problem.  It  is  the  overshadowing  problem  before  the  United  States  today, 
crying  and  howling  and  moaning  for  a  solution.  V/e  can  at  least  get  nearer  to  a  so- 
lution than  we  are  at  present, 

CAUSES  OF  DEFECTIVE  DISTRIBUTION 

Among  the  many  causes  back  of  ov\r  troubles,  let  us  examine  two  of  the  most 
devastating  species.  These  are: 

1.  Disproportionate,  inequitable  and  unjust  price  relations  between  various  com- 
modities and  sudden  price  fluctuations. 

2.  Our  inadequate  currency  system  and  top-heavy  credit  structure. 

It  is  now  commonly  understood  that  "equitable  exchange  relations,"  that  is, 
prices  that  are  in  the  right  proportion  to  each  other,  is  the  very  foundation  of  ex- 
change, trade  and  prosperity.  It  is  a  raatter  of  common  knowledge  that  for  several 

years  the  prices  on  farm  products  have  been  only  about  one-half  of  what  they  should 
have  been  in  proportion  to  the  prices  on  the  articles  that  the  farmer  must  buy.  The 
man  in  the  factory  could  surely  purchase  food  at  bargain  prices;  but  on  account  of 
his  pauper  wages  the  farmer  was  unable  to  purchase  in  large  quantities  farm  machin- 
ery, building  materials,  clothing,  shoes,  and  the  hundred  and  one  other  articles 
needed  for  civilized  existence.  The  products  of  mill  and  factory  could  not  find  a 
purchaser;  the  wheels  of  industry  ceased  to  turn;  millions  lost  their  jobs,  wages 
and  purchasing  power.  This  in  turn  further  decreased  the  demand  for  all  kinds  of 
goods  and  merchandise;  other  factories  were  compelled  to  reduce  production.  More 
\memploymont ,  less  purchasing  power,  and  more  distress  wore  the  result. 

The  Biblical  truth  that  "a  man  cannot  live  to  himself  alone"  is  literally  and 
powerfully  true  in  business. 

Violent  price  fluctuation,  oven  if  the  prices  could  possibly  keep  in  the  right 
proportion,  aro  equally  devastating  to  prosperity.  When  prices  advance  rapidly,  in- 
creased production  along  all  lines  will  follow,  both  in  raw  materials  and  manufactured 
goods;  industry  will  increase  its  reckless  speed  like  a  runaway  ongine  racing  down  a 
steep  grade,  finally  bxirying  itself  in  a  swamp.  At  the  end  of  the  mad  race  of  gam.bl- 
ing  and  speculation  in  the  fall  of  1929,  the  engines  of  our  economic  and  commercial 
life  buried  themselves  in  a  morass  of  trouble  from  which  so  far  all  our  economic 
engineers  have  not  been  able  to  sot  them  free. 

Falling  prices  aru  almost  equally  disastrous.  One  would  expect  that  they 
would  result  in  an  immediate  increase  in  buying;  but  the  opposite  is  the  result.  The 
wholesaler,  the  retailor  and  the  consumer  hesitate  to  buy  on  a  falling  market,  be- 
cause they  expect  prices  to  be  lowor  next  •.7oek  or  next  month.  Bankers  arc  reluctant 
to  increase  loans  on  falling  values.  Thus  falling  prices  tend  to  prolong  uncmploy- 
mont  and  depression  until  the  belief  gains  ground  that  the  depression  has  hit  rock 
bottom. 

Prices  that  arc  equitable  for  the  essential  commodities  of  life  and  that  re- 
main equitable  and  somewhat  steady  for  a  considerable  length  of  time  aro  absolutely 
essential  for  the  free,  abundant  and  continuous  exchange  of  goods  and  services;  and 
this  is  the  very  essence  of  our  economic  and  commercial  life. 

Regulation  Necessary 

Equitable  prices  will  not  establish  and  maintain  themselves;  they  are  affected 
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by  supply  and  demand,  tho  abundance  or  scarcity  of  money,  the  quality  of  the  money, 
human  selfishness,  expressed  through  thousemds  of  independent  agents,  and  numerous 
other  factors.  The  economic  catastrophies  of  the  past  and  the  troubles  of  tho  pres- 
ent furnish  painful  and  abundeint  proof. 

The  only  satisfactory  way  in  vfhich  we  can  establish  and  maintain  these  equit- 
able and  constant  price  relations  is  through  regulation  of  production,  distribution 
and  prices  by  organization  of  each  large  industry  itself,  including  agriculture, 
under  gover  ment  supervision.  We  are  nov/  attempting  to  do  this  in  agriculture  and 
the  oil  industry  and  to  some  extent  in  nearly  all  large-scale  industries.  It  is,  of 
course,  no  secret  that  our  larger  industrial  concerns  have  for  decades  exercised  con- 
siderable control  of  this  natiire  without  government  supervision  or  even  semction; 
but  each  industry  has  acted  for  itself  and  inevitably  without  due  regard  for  other 
industries. 

Regulation  Must  Be  General 

It  is  self-evident  that  a  separate  plan  for  each  big  industry  is  not  sufficient 
—  it  woiild  not  work.  Agriculture,  industry,  transportation,  mercantile  business 
financial  institutions,  and  all  the  interests  of  labor,  must  be  considered  and  tc 
some  extent  regulated  as  one  single  gigantic  system.  The  complexities  of  the  prob- 
lem are  staggering.  But  there  is  one  encouraging  element  which  gives  ground  for  some 
hope :  It_  may  be  easier  to  regulate  a_  number  of  related  industries  jointly  than  to 
regulate  each  one  separately.  Under  joint  regulation,  the  self-interest  of  all  will 
demand  fair  practices  by  each.  There  is  here  an  element  of  self -adjustment  which 
can  only  come  into  play  when  a  number  of  industries  and  business  institutions  are 
placed  under  one  single  controlling  power  —  an  organization  of  business  and  indus- 
try itself  under  government  sanction  and  supervision.  If  water  is  poured  into  a 
number  of  separate  tubes  or  vessels,  different  levels  will  result;  but  connect  them 
at  the  base,  and  the  same  level  will  be  established  in  all  of  them.  "Vfater  seeks 
its  level."  So  with  various  industries  under  one  general  supervision,  the  prices 
will  tend  toward  one  common  level. 

We  have  our  choice;  either  regulation  or  chaos,  catastrophy,  disaster  and  tur- 
moil. The  movement  now  under  way  toward  unified  regulation  of  agriculture,  industry 
and  commerce  will  therefore  inevitably  continue,  urged  on  by  the  stem  master  of 
necessity. 

Regulation  of  Foreign  Trade 

It  appears  self-evident  that  if  we  are  to  regulate  commodity  prices  in  the 
United  States  we  must  often  disregard  world  prices,  and  this  in  turn  will  necessitate 
a  more  complete  regulation  of  imports.  We  must  base  our  prosperity  mainly  upon  oirr 
ovm  abundant  production  and  the  domestic  market  —  not  upon  foreign  trade.  If  we 
were  to  compete  extensively  for  foreign  trade  and  open  our  markets  wide  to  the  prod- 
ucts of  foreign  labor,  cheap,  debased  and  partly  enslaved,  it  would  tend  to  debase 
our  c\vn  people.  We  have  only  about  one-sixteenth  of  the  world's  population,  but  more 
than  one-fourth  of  its  wealth.  If  we  are  able  to  regulate  prices,  control  our  home 
market  and  manage  our  domestic  affairs,  we  shall  be  able  to  get  along  splendidly  with- 
out extensive  trade  with  all  the  impoverished  countries  throughout  the  world.  And 
our  prosperity  will  net  deepen  their  poverty  —  just  the  opposite.  Through  actual 
regulation  by  the  government,  we  might  svmp  large  quantities  of  goods  with  than  to 
mutual  advantage. 


^ 


84. 
Our  Inadequate  Currency  System  and  Top-Heavy  Credit  Structure 

The  regulation  of  industry  tov/ard  which  v/e  are  now  working  will  help  consid- 
erably to  a  more  liberal  and  equitable  distribution  of  owe   abundant  stream  of  pro- 
duction; but  we  shall  not  even  approach  a  complete  solution  of  this  fundamental  prob- 
lem of  distribution  unless  we  provide  a  satisfactory  "medium  of  exchange"  in  greater 
abundance  and  make  it  more  accessible  to  all  v.'ho  have  goods  and  services  to  ox^hanrc. 
In  a  Stat"  ment  prepared  and  paid  for  by  the  Ford  Motor  Company,  published  in  July, 

1932,  "as  a  contribution  to  public  welfare,"  v/e  find  this  remarkable  saying:  "Give 
the  world  a  money  system  that  makes  it  easier  for  goods  to  flow  from  man  to  man,  and 
all  the  factories  on  earth  could  not  begin  to  supply  a  tenth  of  the  demand." 

This  statement  is  probably  somewhat  of  an  exaggeration,  but  there  is  a  v/orld 
of  vital  truth  in  it.  Our  stream  of  production  is  abundant,  but  our  moans  of  dis- 
tribution are  abominably  defective  —  woefully  inadequate. 

One  trouble  with  our  present  money  system  is  that  there  is  entirely  too  little 
real  money;  eind  this  has  resulted  in  a  tremendous  credit  structure  unsafe,  dangerous 
and  disastrous  in  the  extreme. 

In  his  notable  work,  "The  Wealth  of  Nations,"  published  in  1776,  Adam  Ehiith 
points  out  that  when  the  division  of  labor  has  been  thoroughly  established  every  man 
must  live  by  exchanging  and  "become  in  some  measure  a  merchant,  and  the  society  it- 
self grows  to  T/hat  is  properly  a  coiamercial  society," 

"The  commercial  society"  has  now  fully  arrived;  we  live  by  exchanging;  but  the 
development  of  our  money  system  has  not  kept  pace  with  tho  dovelopncnt  of  production 
and  the  demands  for  exchange.  In  place  of  making  the  supply  of  money  adequate  for 
the  demands  of  this  growing  exchange,  we  have  developed  a  jungle  of  debts,  credits, 
borrowings,  paper  values  and  obligations,  and  in  this  jungle  v.'c  are  now  ensnared  like 
a  bunch  of  flics  in  a  spider's  web.  According  to  the  Commerce  yearbook  of  the  United 
States  for  1932,  page  19,  "the  combined  -.vholesale,  retail  and  direct  trade  of  the 
United  States  for  ld29,  as  revealed  by  the  census  of  distribution,  amoimtod  to  123 
billion  dollars."  But  this  is  not  the  only  demand  for  the  medium  of  exchange.  V/hat 
about  the  payrolls  in  factories,  in  our  mercantile  establishments,  in  advertising 
and  publishing,  in  tho  public  service  of  state  and  nation,  including  our  schools  and 
colleges?  What  about  the  payment  for  professional  services,  the  enormous  demand  for 
money  in  the  boards  of  trade;  and  what  about  the  huge  demand  for  money  in  building 
and  construction  work  and  real  estate  transactions?  It  seems  safe  to  assume  that 
these  activities  will  double  or  treble  the  amount  of  money  actually  required  for  the 
annual  business  trsinsactions  of  the  country. 

The  total  amount  of  money  in  circulation  in  the  United  States  on  August  31, 

1933,  was  a  little  below  5,62  billion  dollars  and  it  was  probably  not  mere  in  1929. 
To  attempt  to  transact  this  enormous  amount  of  business  on  less  than  six  billion 
dollars  is  like  attempting  to  move  a  mountain  with  a  wheel  barrow.  The  modem  way 
would  be  tc  employ  an  army  of  steam  shovels. 

Shortage  of  Money  and  Banking 

The  shortage  of  actual  money  and  the  disastrous  results  from  an  over-developed 
credit  system  are  painfully  evident  in  the  banking  business.  According  to  the  Report 
of  the  Comptroller  of  the  Currency,  the  total  deposits  in  all  state  and  national  banks 
in  the  United  States  on  June  30,  1952,  was  a  little  above  45.39  tillion  dollars.  All 
these  deposits  were  payable  in  money;  but  the  total  amoimt  of  money  on  that  date,  in- 
cluding the  money  held  by  these  banks,  was  less  than  5,75  billion  dollars,  cr  about 
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one-eighth  of  the  deposits;  and  certainly  not  all  the  money  in  circulation  was  held 
by  the  borrowers  from  these  banks;  far  from  it.  It  is  obvious  that  even  if  the  banks 
could  gather  in  every  dollar  of  money  held  by  these  debtors,  they  could  not  at  the 
sane  time  pay  to  their  depositors  one  dollar  out  of  every  ten  deposited.  Our  credit 
ptructure  is  rickety  and  risky  and  rich  in  disasters.  In  every  great  crisis  our  com- 
mercial life  is  paralized  with  fear.  We  are  frozen  stiff  with  terror,  apprehensive 
that  one  crash  will  follow  another. 

In  fair  weather  when  everybody  believes  in  continued  prosperity,  all  goes  well, 
but  as  soon  as  an  economic  or  financial  squall  arises,  the  whole  system  is  in  dis- 
tress. We  blame  the  depositors  for  withdrawing  their  money  and  call  them  "timid 
souls".  We  blame  the  bankers  for  being  tight-fisted,  cold-hearted  and  lacking  in 
patriotism  and  courage  to  meet  the  demands  for  financial  aid  and  support.  If  we  opm 
our  eyes  and  understand  the  simple  facts  of  the  situation  we  shall  at  once  realize 
that  neither  the  depositor  nor  the  banker  is  to  be  blamed  for  his  attitude  of  cautim 
and  apprehension.  The  depositor  certainly  has  reason  to  fear  that  the  banker  may  be 
unable  to  repay  his  deposit;  it  has  happened  so  many  times  in  the  past  and  happens 
nearly  every  day.  The  banker  is  equally  justified  in  fearing  that  the  borrower  will 
be  unable  to  meet  his  obligations  to  him  and  that  he  in  turn  will  be  unable  to  meet 
the  call  of  the  depositor.  When  vie   ask  the  depositor  or  the  banker,  any  debtor  or 
any  creditor,  to  have  complete  confidence  in  this  financial  structure,  we  ask  him  t« 
gamtlo  against  a  mathematical  certainty;  wo  ask  him  to  ignore  the  repeated  experi- 
ences of  this  country  with  depression  and  panics  from  the  Civil  War  to  the  year  1933. 
The  Guaranty  of  Deposits  will  no  doubt  help  considerably;  but  it  will  not  increase 
the  supply  of  money,  and  it  will  not  scale  down  the  top-heavy  credit  structvire. 

A  Supplementary  Currency 

The  regulation  of  agriculture,  industry  and  mercantile  business  toward  which 
we  are  nov/  working  will  provide  an  almost  ideal  basis  for  a  supplementary  currency 
adequate  and  adjustable  in  quantity  and  constant  in  purchasing  por/cr,  by  stabiliz- 
ing the  price  and  value  of  a  great  number  of  corarjodities  in  constant  and  extensive 
use.  These  commodities  may  serve  as  the  measure  of  value  for  this  supplementary 
currency  and  also  as  the  actual  values  aguinst  v/hich  it  is  to  bo  issued. 

The  proposal  to  regulate  and  change  the  gold  content  of  the  dollar  from  time 
ti  time  so  that  it  may  at  all  times  be  able  to  purchase  the  same  quantity  of  a  given 
number  of  Important  corraaoditiGS  has  now  become  an  old  story.  It  has  become  so  re- 
spectable that  it  may  be  told  and  discussed  even  among  financiers  and  statesmen.  It 
must  be  evident  that  if  this  is  done,  the  cornmoditios  '.vill  become  the  actual  standards 
and  measures  of  value  and  not  the  gold.  It  seems  equally  plain  that  grid  has  value 
very  largely  because  it  can  be  exchanged  for  other  things  which  have  actual  values 
in  sustaining  and  protecting  hianan  life  and  in  adding  to  its  comforts  and  pleasures, 
such  as  food,  clothing,  housing,  etc. 

These  things  being  so,  I  propose  to  fix  the  unit  of  value  of  this  supplementary 
currency  as  a^  given  quantity  of  each  of  a_  nur.iber  of  commodities  in  common  and  ex- 
tensive use,  and  to  let  the  fraction  of  the  unit  ropr^^sented  by  each  be  in  proporticr. 
to  its  annual  consumption.  I  further  propose  that  the  United  States  shall  issue 
supplementary  currency  against  these  commodities  and  also  apcinst  c  .rtroin  other  crrrmcditics 
possessing  tnc  nocossary  ^aTi^oS,.  Th  QfKor~nol~^o   oTrchd'tre  present  dollar  an^ 
its  numerous  friends,  it  may  possibly  be  well  to  give  this  new  currency  c  ncv  name. 
Let  us  call  it  the  "valunit".  Its  actual  value  and  purchasing  pov;cr  snould  bo  made 
to  correspond  as  closely  as  possible  cither  to  the  average  purchasing  power  of  the 
dollar  through  a  scries  of  years,  or  to  its  purchasing  power  in  normal  years. 
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Tho  follov/ing  tabulation  will  illustrate  vrhat  connioditics  might  be  used  as  the 
basis  of  the  valunit  and  shows  their  rclativo  importance: 


Kinds  of 
CoicnoditiGs 


Arp^oximato 
Average  Aniiu-^.l; 
Consumption 
Per  Far.ily 
in  the 
United  St-.tes; 


Price 

Figured 


:of  Valunit 
Quantity  of  Each:to  be  Repre- 
Commodity  to  bersentcd  by 
Represented  by  :    Each 

One  Valunit   :   Comr.n-iity 


FOOD 

Rice  (Rough) 
Sug-.r  ( Refined ) ,  „ 
Tmoat.,c  ,  =  = 
Beef,.,..,.. 
Mutton . r . . . 
Pork....... 

Lord..^,,,, 
Butter... ... 


•  o  o  ft  09 


i->  r  o  o  y  • 


Flax  Seed ,,..^: 

Cotton, „,.. : 

Wool  (In  the  grease) : 


53 

Pounds 

:$    0.02^ 

•$        1,33 

:         0.127  Pounds 

•    .003 

400 

ti 

:       0.C5 

:       20.00 

0.965       " 

:    .048 

1,200 

II 

0.02-1 

:        30.00 

2.89C 

•    .072 

250 

II 

:       0,25 

:       62,50 

0.605 

•    .151 

?>0 

II 

:       0.15 

4.50 

0.072        " 

•    .Cll 

250 

II 

0.20 

50,00 

0.603        " 

•    .121 

60 

ti 

0.15 

9.00: 

0.145        " 

.022 

75 

II 

0.40 

30.00: 

0.181 

.072 

65 

II 

0.05    : 

3.25: 

0.156        " 

.008 

100 

11        > 

0.15   : 

15.00: 

0.241       " 

.036 

20 

II        • 

1 

0,50    : 

10.00: 

0,048        "        : 

.024 

FUEL 


Coal,  Anthracite.... 
Coal,  Biturdnous.... 
Petroleum,  Crude  .... 

IffiTALS 


2.4 

Short  Tons 

:     11 .00 

26.40 

:        11.584        " 

.    .064 

16.0 

Short  Tons        ; 

4.25 

68.00 

77.233        " 

.163 

30.0 

Ibis. (42  a-1.) 

•        1.25    • 

37,50: 

0.072  Barrels: 

,091 

Aluminum „.: 

Copper ., ,.: 

Geld  (Average  Annual 

Production  1921- 

1930) : 

Silver  (Do. )...,„,.. : 

Pig  Iron :2, 800,0  Poimds 

Lead :        40  " 

Zinc :       33  " 


8,0  Pounds: 
50.0       »»        : 


0.078  Oz. 
2,03        " 


0,25 

0.15 


20.67 
1.29 
0,01 
0.07 
0.07 


2.00; 
7.50; 


1.62; 

2.62; 

28.00; 

2.80; 

2.31; 


0.019  Pounds:   .005 
0,121       "        :    .018 


0,0002  Oz. 
0.005       " 
6.758  Pounds 
0.096 
0.079        " 


.004 
.006 
.068 
,007 

,006 


TOTALS 


4  414.33 


1.000 


^ 


/ 
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The  first  column  in  this  table  does  not  claim  to  be  highly  accurate,  but  it 
is  sufficiently  so  to  give  a  very  good  idea  of  the  relative  importance  of  each  com- 
modity enumerated.  The  number  of  families  is  figured  at  30  million.  It  will  be 
noted  that  the  value  of  the  annual  consumption  of  these  twenty-one  commodities  per 
family  am.ounts  to  $414,33.  By  dividing  the  fam.ily  consimiption  by  this  figure  we 
arrive  at  the  quantity  of  each  commodity  to  be  represented  by  one  unit  of  value. 
It  will  thus  represent  just  about  1  per  cent  of  the  annual  consumption  of  each  per- 
son. The  annual  gold  production  in  the  United  States  is  included  in  the  table 
simply  to  show  what  a  small  and  insignificant  part  the  production  of  gold  really 
plays  in  our  economic  life.  Gold  should  probably  not  be  iiiade  a  part  of  the  basis 
for  the  valunit. 

It  should  be  understood  that  this  supplementary  currency,  the  valunit,  may  be 
issued  against  a  great  many  other  commodities  than  these  which  are  used  to  fix  its 
value.  They  must,  however,  be  limited  to  essential  commodities  that  are  commonly 
euid  extensively  used  and  somewhat  non-perishable;  that  are  likely  to  be  so  used  for 
a  considerable  length  of  time;  and  that  are  easily  divisible  as  to  quantity  or  num- 
bers, and  that  can  easily  be  physically  transferred.  This  will  rule  out  real  es- 
tate, all  other  forms  of  fixed  capital,  and  all  stocks  and  bonds. 

More  Than  One  Billion  Dollars  of  Similar 
Currency  Now  in  Circulation 

On  August  31,  1933,  there  was  in  circulation  Federal  Reserve  Notes  in  the 
amount  of  ^2, 952, 486, 534  —  considerably  more  than  ono-half  of  all  the  money  then 
in  circulation.  The  Foderal  Reserve  Banks  are  required  to  keep  on  deposit  in  the 
United  States  Treasury  or  with  the  Foderal  Reserve  Agents  actual  gold  amounting  to 
at  least  40  pur  cent  of  its  circulation;  usually  a  much  larger  percentage  in  gold 
is  maintained.  The  amount  of  Federal  Reserve  Notes  in  circulation  above  the  gold 
deposit  is  required  to  be  secured  by  eligible  paper  arising  out  of  actual  commercial 
transactions  and  issued  for  agricultural,  industrial  or  commorcial  purposes,  secured 
by  goods,  wares  or  merchandise.  On  August  31  the  amount  of  gold  on  deposit  against 
the  Federal  Reserve  notes  in  circulation  ($2,95<;,486,5?4)  was  $1,822,155,983,  This 
leaves  a  balance  of  $1,130,332,551  which  in  reality  is  based  on  agricultural  com- 
modities, goods,  wares  and  merchandise.  In  addition  to  this  there  are  considerable 
amoiints  of  other  money  in  circulation  which  in  reality  have  the  same  backing. 

There  is,  therefore,  nothing  wild  or  even  really  novel  in  proposing  to  issue 
a  supplementary  currency  based  on  conmodities.  Federal  Reserve  Notes  servo  most 
satisfactorily  as  actual  money,  and  the  supplementary  currency  hero  proposed  should 
at  least  be  equally  r,ood  as  it  will  be  based  only  on  strictly  new  and  salable  ccn- 
modities;  some  of  the  goods,  wares  and  raorchcmdisc  backing  up  Federal  Reserve  Notes 
might  possibly  be  old  and  second-hand.  The  plan  proposed  is  in  reality  only  an  ex- 
tension of  the  principles  embodied  in  the  Federal  Reserve  Act, 

Bank  Chocks  as  Currency 

In  discussing  v;hat  may  be  used  as  currency,  and  v/hat  devices  actually  arc 
used  as  such,  we  should  not  overlook  the  fact  that  over  eighty  per  cent  of  all  busi- 
ness transactions  in  this  country  arc  paid  tlirough  checks  or  drafts  on  banks.  In 
fact  it  is  commonly  estimated  that  about  ninety  per  cent  cf  the  nation's  business 
is  transacted  through  this  form  of  currency.  And  this  form  of  currency  is  very 
largely  based  on  "I  owe  you,"  "He  ov;es  me,"  "Everybody  ewes  someone,"  and  "Seme 
people  owe  everybody;"  and  yet  this  check  and  debt  currency  does  the  business  as 
long  as  confidence  prevails;  when  that  fails  constematicn  reigns  and  business  is 
paralized. 
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Would  not  a  currency  payable  in  commoditiGs  and  merchandise,  piled  high  all 
around  you,  be  at  least  equally  acceptable?  And  it  would  certainly  be  better  adapt- 
ed to  maintain  business  confidence;  the  goods  represented  by  the  currency  would  be 
so  close,  so  abundant,  so  easily  obtained,  that  there  v.'ould  be  no  room  for  suspicion, 
fear  and  panic.  This  currency  would  not  be  based  on  faith  in  a  complicated  tangle 
of  debts  and  promises  to  pay  somehow,  sometime,  but  on  huge  stacks  of  goods  right 
before  your  eyes  ready  end  eager  to  be  taken  and  carried  away.  The  open-face  hon- 
esty and  simplicity  of  the  system  would  inspire  and  maintain  confidence. 

Placing  the  Supplementary  Currency  In 
Circulation 

This  is  an  essential  part  of  the  plan,  as  important  as  the  currency  itself. 
With  the  exception  of  money  issued  against  gold,  money  can  now  be  placed  in  actual 
circulation  only  through  being  borrowed  by  someone;  the  debt  structure  is  increased 
to  that  extent  and  rendered  more  unsafe  to  that  extent.  The  load  of  interest  is 
made  hei:viur.  This  supplementary  currency  can  bo  placed  in  circulation  without  be- 
ing borrowed ,  end  without  interest  charges. 

The  man  v/ho  has  gold  sends  it  to  a  United  States  assay  office  or  mint  and 
receives  in  return  gold  certificates  or  other  certificates  that  pass  as  money,  I 
propose  to  extend  this  srme   inestimable  privilege  to  other  commodities,  including 
nil  enumerated  in  the  foregoing  list  and  numerous  others.  Let  us  call  this  the 
"coinage  privilege". 


to  deliver  the  commoditios  by  physical  transfer; 
transfer  full  and  indefeasible  title  to  the  United 


It  '.7oiald  not  be  necessary 
it  would  only  be  necessary  to  t 
States.  Upon  such  transfer  of  title,  the  government  would  issue  in  exchange  "cer- 
tificates of  value"  in  valunits 
of  the  commodities  to  vfhich  the 
ficr.tes  should  be  made  a  legal 
curred,  \inless  otherwise  agreed 
cepted  in  payment  of  obligation: 


at  the  rates  fixed,  pr.yablc ,  not  in  gold  but  in  any 
coinage  privilege  has  been  extended.  These  certi- 
tender  for  all  debts  and  obligations  hereafter  in- 
through  contract.  Soon  they  v;ould  bo  eagerly  ac- 
previously  incurred. 


It  would  take  a  great  deal  of  study  and  investigation  to  determine  exactly 
what  commodities  should  be  accorded  the  "coinage  privilege"  and  to  what  extent.  Let 
it  be  understood  that  the  commodities  in  which  valxmits  "re  measured,  are  "charter 
menbers",  so  to  say,  ajid  must  be  designated  at  the  inauguration  of  the  system;  but 
other  commodities  may  be  added  from  time  to  tir.c. 


Needless  to  say  the  recipients  of  these  certificates  of  value  will  not  be  re- 
quired to  pay  interest  on  the  now  currency.  The  values  ajc  in  the  commodities,  not 
in  the  certificates.  If  you  deposit  money  in  a  bank,  the  hv.nk   will  furnish  blank 
checks  free  of  charge  for  transferring  that  deposit.  Those  certificates  of  value 
issued  by  the  United  States  arc  checks  in  specific  amounts  for  the  transfer  of  com- 
modities payable  to  bearer.  This  plan  or.iounts  to  a  free  but  restricted  aggj^gg^^t- 
od  coinage  not  for  silver  alone,  but  for  dozens  of  commodities.  The  holder  of  the/ 
should  be  granted  full  right  to  sell  and  dispose  of  it  without  returning  the  cur- 
rency to  the  United  States  so  long  as  the  quantity  of  the  stock  against  which  the 
currency  was  issued  is  maintained.  In  fact,  the  constant  rcncv;al  of  the  stock  is 
essential  to  the  maintencjicc  of  its  intrinsic  value. 

The  Federal  Reserve  Banks  are  permitted  to  substitute  now  commercial  paper  for 
paper  which  has  been  paid  off  or  which  has  become  past  due.  The  replacement  of  mer- 
chandise sold  with  new  stock  would  be  an  analogous  practice. 
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To  Whom  Issued 

It  uould  be  out  of  the  question  to  issue  this  supplemcntcjy  currency  to  every 
person  and  corporation  possossin^'i,  the  required  ccfranioditios;  this  v/ould  lend  to  chaos 
and  disaster.  It  must  bo  issued  only  to  associations,  orgcjiizod  under  nev/  national 
legislation,  T7hich  must  be  enacted  to  make  this  plan  a  reality.  It  will  probably 
be  found  necessary  to  provide  for  the  organization  of  a  considerable  number  of  units 
within  each  one  of  the  leading  industries  of  the  United  States,  including  agriculture. 
This  legislation  will  fix  the  terms  and  conditions  on  v^hich  the  supplemental^  cur- 
rency may  be  issued. 

Numerous  associations  of  this  kind  will  givo  stability  to  the  now  currency  as 
each  one  must  be  independent  of  the  others. 

Inevitable  Results 

1,  It  v;ill  provide  n  most  powerful  and  all-pervading  stimulus  to  the  immediate 
revival  of  agriculture,  industry  and  business.  Under  present  conditions  the  manu- 
facturer refrains  from  putting  additional  men  to  v/ork  because  it  will  tie  up  more 
money,  increase  his  debts,  and  add  to  his  stocks  as  buyers  cannot  bo  foimd  for  the 
increased  production.  Under  this  new  plf:n  he  vvould  be  entitled  to  receive  "certi- 
ficates of  value"  from  the  United  States,  covering  the  greater  part  of  the  cost  of 
production  of  his  stock  on  hand.  These  certificates  could  be  used  in  payment  of  raw 
materials  and  labor.  The  laborers  would,  in  turn,  use  these  certificates  in  the  pur- 
chase of  food  and  clothing  and  other  necessities  of  life.  The  laborer  is  the  best 
business  builder  in  the  world.  He  does  not  hoard  his  money.  Edward  A.  Filene  is 
authority  for  the  statement  that  five-sixths  of  all  the  goods  and  merchandise  in  the 
United  States  is  bought  and  consumed  by  men  whose  salaries  or  wages  do  not  exceed 
two  thousand  dollars  per  ann\jm.  The  new  currency  would,  indeed,  make  it  easier  for 
goods  "to  flow  from  man  to  man," 

2,  Regulation  of  industry  through  organization  of  industry  and  business  itself, 
under  government  supervision  toward  which  we  are  now  working,  is  one  of  the  main 
conditions  for  the  success  of  this  supplementary  currency.  The  issue  and  regulation 
of  this  supplementary  currency  will  in  turn  furnish  the  government  with  more  power- 
fizl  means  for  the  regulation  that  we  are  seeking  than  a  mighty  army.  Congress  has 
the  sole  power  "to  coin  money  and  regulate  the  value  therefor".  This  power  carries 
with  it  the  right  to  fix  the  conditions  on  which  it  may  be  issued.  The  right  to  ob- 
tain and  use  this  supplementary  currency  will  be  of  such  far-reaching  value  and  im- 
porteince  that  no  industry  or  business  v/ill  r\m  the  risk  of  having  this  right  taken 
away  or  even  curtailed.  By  tying  up  the  privilege  of  receiving  this  supplementary 
currency  and  the  regulation  of  its  use  and  retirement,  with  national  regulation  of 
production,  distribution  and  prices,  we  shall  indeed  be  able  to  govern  the  economic 
life  of  this  country  which  so  far  has  been  running  wild,  and  bring  order  out  of  chaos. 

The  regulation  of  industry  and  business  through  the  regulation  of  the  flow  of 
money  from  government  banks,  by  changing  the  rate  of  interest,  has  long  been  prac- 
ticed by  the  Federal  Reserve  System  of  the  United  States,  by  the  Bank  of  England, 
the  Bank  of  France  and  other  central  banks  of  Europe.  This  supplementary  currency 
would  furnish  e  far  more  direct  and  po\/erful  means  of  control  by  being  issued  direct- 
ly to  each  separate  industry  and  that  without  interest, 

3,  It  will  larRiely  solve  the  problem  of  surplus  stocks  and  that  in  three  distinct 
ways:  (a)  Through  a  greater  control  of  production  which  will  prevent  the  accumula- 
tion of  excessive  stocks;  (b)  by  tremendously  increasing  purchasing  pov/er  and 


I 


0 


90. 

consumption;  and  (c)  by  reliovinp;  the  aalos  pressure.  As  the  holder  of  tho  surplus 
stocks* can,  within  reasonable  bounds,  receive  currency  for  the  greater  part  of  their 
value,  tho  sales  pressure  will  be  vory  materially  reduced.  Tho  holder  of  the  stocks 
can  do  business  v^ith  tho  valuo  of  those  stocks  in  tho  form  of  tho  ne\7  currency.  The 
cost  of  carrying  the  stocks  v/ill  bo  reduced  to  the  item  of  storage,  fire  risk  and 
deterioration.  The  big  item  of  interest  on  tho  investment  has  largely  been  eliminat- 
ed.. As  far  as  food  is  concerned,  it  is  highly  desirable  that  wo  should  carry  con- 
siderable surplus  stocks  as  a  precaution  against  the  possible  calamity  of  crop  fail- 
ures in  this  country  and  throughout  the  rest  of  the  world, 

4.  By  placing  several  billion  dollars  of  this  now  currency  in  circulation,  we 
shall  reduce  the  demand  for  credits;  strengthen  all  tho  banks  and  financial  insti- 
tutions and  thereby  save  business  from  the  devastating  effects  of  money  and  crodit 
panics. 

Conclusion 

We  have  solved  the  first  half  of  the  great  economic  problem  of  this  country, 
tho  problem  of  production.  This  far-reaching  system  for  increasing  and  improving 
the  medium  of  exchange  and  making  it  more  accessible,  would  help  tov/ard  solving  the 
other  half  of  the  problem  —  tho  problem  of  distribution.  Ultimately  our  system  of 
distribution  and  exchange  may  become  almost  as  efficient  as  our  system  of  produc- 
tion. This  is  our  goal.  When  that  has  been  acconplished  this  country  will  be  blest 
with  a  prosperity  which  in  the  even  flow  of  its  abundance,  in  its  general  diffusion 
among  all  classes  of  people,  and  in  its  extended  duration,  has  never  been  approached 
in  this  or  any  other  country. 
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Bill  Introduced  in  Congress  by  Senator  J.  E.  Erickson 
Embodying  This  Plan 

It  has  given  me  a  great  deal  of  encouragement  that  the  plan  for  a  supplemen- 
tary currency  based  on  commodities  appealed  to  Senator  J.  E.  Erickson  to  such  an 
extent  that  he  introduced  a  bill  in  the  Senate  of  the  United  States  embodying  all 
its  main  features  and  creating  machinery  for  carrying  it  into  effect.  There  are 
certain  defects  in  the  general  plan  which  have  been  remedied  in  the  Erickson  Bill. 
Senator  Erickson  represents  the  judicial  type  of  mind  and  is  well  versed  in  law 
through  deep  study  and  long  experience  as  a  judge.  Statesmen,  students  of economic 
and  finance,  teachers  and  professors,  men  of  affairs  and  all  others  actively  in- 
terested in  the  public  welfare,  are  cordially  invited  to  study  the  Erickson  Bill 
with  an  open  mind. 
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73d  Congress 
2d  Session 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6  (calendar  day,  June  12),  1934 

Mr.  EHICKSON  (by  request)  introduced  the  following  bill;  which  was  read 
twice  and  referred  to  the  Committee  on  Banking  and  Currency 


A  BILL 


To  provide  for  the  issue  of  a  supplementary  currency  v/ithout  interest  based  on  cer- 
tain commodities  and  payable  in  commodities;  to  create  a  Supplementary  Currency 
Board  with  power  to  fix  wholesale  prices  on  the  commodities  on  which  this  supple- 
mentary currency  is  based  in  cooperation  with  representatives  of  agriculture  and 
industry,  and  to  regulate  the  issue  and  use  of  such  currency;  to  provide  for  the 
organization  of  associations  in  agriculture,  industry,  and  business  that  may  re- 
ceive such  supplementary  currency  upon  giving  title  to  the  United  States  tc  com- 
moditiea  against  which  this  supplementary  currency  may  be  issued;  to  strengthen 
the  control  of  production  and  distribution  of  the  basic  commodities  directly  af- 
fected through  regulating  the  issue  and  use  of  this  supplementary  currency;  to 
regulate  imports  and  foreign  trade  to  the  extent  necessary  to  protect  the  econom- 
ic and  financial  structiire  of  the  United  States;  and  to  accomplish  other  related 
purposes. 

Be  It  Enacted  by  the  Senate  and  House  of  Roprosentatives  of  the  United  States 
of  America  in  Congress  assembled. 
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SUPPLET.iENTAHY  CUERENCY  BOARD  CHEATED 


SECTION  1.  There  is  hereby  created  a  board  to  be  known  and  designated  as  the 
•^Supplementary  Currency  Board",  hereafter  in  this  Act  designated  as  the  "Board", 
which  shall  consist  of  thirteen  members  as  follows:  Throe  members  to  be  appointed 
by  the  President,  subject  to  confirmation  by  the  Senate,  to  serve  during  a  term  of 
six  years,  unless  sooner  removed,  and  ten  ex-officio  members,  namely:   The  Secre- 
tary of  the  Treasury,  the  ComptrollGr  of  the  Currency,  the  Secretary  of  Agricultiiro , 
the  Secretary  of  CoiiTnerce ,  the  Secretary  of  Labor,  and  all  the  five  members  of  the 
Federal  Trade  Commission. 

P07/ERS  OF  BOABD 

Sec.  2,  This  Board  shall  have  the  power  to  issue  and  regulate  the  use  and 
circulation  of  a  supplementary  currency,  the  value  of  which  shall  be  measured  and 
determined  as  fixed  quantities  of  a  number  of  basic  commodities  in  well-established 
use,  and  shall  be  issued  against  and  payable  in  such  commodities  to  which  full  title 
has  been  transferred  to  the  United  States  by  associations  organized  under  the  au- 
thorization of  this  Act  to  receive  and  use  such  currency,  all  as  hereafter  provided. 
The  Board  shall  have  such  additional  powers  as  are  granted  by  this  Act. 

Ar.roUOT  THAT  MAY  BE  ISSUED 

Sec.  3,  The  maximum  amount  of  such  supplementary  currency  that  may  be  issued 
and  kept  in  circiolation  shall  from  time  to  time  be  determined  by  Congress.  There 
may  be  issued  and  kept  in  circulation  at  any  one  time,  without  further  authoriza- 
tion from  Congress  a  total  amount  not  exceeding  $5,000,000,000  of  such  currency. 

COM.IODITISS  ON  BASELIST 

Sec.  4.  The  commodities  by  which  the  value  of  this  supplementary  currency 
shall  be  measured  and  determined  shall  be  as  follows:  Rice  (rough),  sugar  (refined), 
wheat,  barley,  oats,  corn,  beef,  mutton,  pork,  lard,  butter,  flaxseed,  cotton,  wool, 
anthracite  coal,  bituminous  coal,  crude  petroleum,  aluminum,  copper,  lead,  pig  iron, 
silver,  zinc,  and  lumber. 

The  Board  may  in  its  discretion  add  other  basic  commodities  to  the  foregoing 
list  before  the  completion  of  the  system  and  the  issue  of  the  first  currency;  but 
the  total  number  of  coramolities ,  including  these  additions,  shall  not  exceed  thirty. 
The  completed  list  shall  be  known  as  the  "baselist". 

No  commodity  shall  be  included  in  this  list  unless  it  is  a  basic  commodity, 
produced  chiefly  in  this  country,  used  in  large  o^^uantities,  and  well  established 
throughout  the  United  States;  somewhat  nonpcrishable,  at  least  through  commonly 
applied  refrigeration  or  other  well-established  method  of  preservation,  and  easily 
divisible  as  to  quantity  or  number,  so  that  it  may  easily  be  delivered  physically  in 
largo  or  small  quantities. 

FRACTION  OF  COMMODITY  DOLLAR  REPRESENTED  BY  EACH  COMMODITY 


Sec.  5,  The  unit  of  this  supplementary  currency  shall  be  knovm  as  the  "com- 
modity dollar".  The  fraction  of  the  commodity  dollar  to  be  measured,  determined, 
and  represented  by  each  commodity  of  the  base  list  shall  bo  in  proportion  to  the 
value  of  the  total  average  annual  use  and  consumption  of  such  contiodity  in  the 
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United  States,  including  Alaska,  to  to  aacurtained  and  determined  by  the  Board.  The 
value  of  all  the  commodities  constituting  one  comiaodity  dollar,  as  onimoratod  and 
fixed  in  the  base  list,  shall  bo  equal  to  tho  average  purchasinc  pov/cr  of  the  Ameri- 
can dollar  from  July  1,  1909,  to  June  30,  1914,  as  nearly  as  the  same  can  be  ascer- 
tained. 

FIXING  OF  PRICES 

Sec.  6.  The  Board  shall  ascertain  and  fix,  according  to  actual  values,  as 
nearly  as  the  same  can  be  determined,  and  according  to  the  procedure  prescribed  in 
section  7  hereof,  the  wholesale  prices  of  all  the  various  commodities  of  the  base 
list.  Such  wholesale  prices  shall  be  ascertained  and  fixed  on  one  or  more  specific 
grades  or  classes  of  each  of  such  commodities,  at  the  principal  terminal  markets  or 
principal  manufacturing  or  production  or  shipping  centers  throughout  the  United  States, 
according  to  the  kind  of  the  commodity. 

In  the  case  of  agricultural  crops  and  other  seasonal  products,  the  Board  may 
fix  a  sliding  scale  of  prices  for  different  times  of  the  year,  increasing  gradually 
from  the  time  when  the  crop  or  product  is  first  available  for  the  market  up  to  the 
time  that  the  next  succeeding  crop  or  product  is  available,  the  price  to  increase 
sufficiently  to  offset  the  cost  of  storage,  depreciation,  and  all  other  carrying 
charges. 

PROCEDURE  TO  DETEmTINE  PRICES 

Sec.  7.  (a)  The  basis  for  determining  prices  shall  be  the  same  for  all  ccxn- 
modities.  The  necessary  investment  in  land,  buildings,  machinery,  power,  raw  materi- 
als, and  equipnent  of  all  kinds  shall  be  figured  at  the  same  rate  of  interest;  de- 
preciatioQ and  obsolescence  shall  be  calculated  as  accurately  as  possible;  the  neces- 
sary human  labor  shall  be  figured  at  a  living  wage  and  at  the  same  rate  for  the  same 
grades  of  labor  for  all  commodities;  all  necessary  operating  costs,  freight  charges, 
and  all  other  known  elements  affecting  the  cost  of  production  shall  be  taken  into 
account, 

(b)  Before  determining  and  fixing  such  prices  the  Board  shall  invite  organiza- 
tions of  each  branch  of  agriculture  and  of  each  branch  of  industry  growing,  manufac- 
turing, or  producing  any  of  the  commodities  of  the  baselist  to  send  accredited  rep- 
resentatives to  V/ashington,  District  of  Columbia,  to  study  the  entire  problem  and 
endeavor  to  agree  upon  the  prices  for  all  such  commodities.  The  Board  may  in  its 
discretion  designate  the  number  of  such  representatives  for  each  branch  of  agricul- 
tvire  and  for  each  branch  of  industry  and  may  also  indicate  the  method  of  procedure. 

All  statistics  and  other  information  not  of  a  confidential  nature  available  in  all 
the  departments  of  the  Government  shall  bo  made  accessible  for  the  use  of  this  con- 
ference. All  officers  and  employees  of  the  Government  shall  furnish  information 
and  advice  when  called  upon  to  do  so.  The  Board  shall  furnish  at  the  expense  of 
tho  Government  a  suitable  meeting  place,  together  with  necosssLry  equipment  and 
stationery  for  the  conduct  of  the  business  of  the  conference.  Ko  salary  or  compen- 
sation of  any  kind  shall  be  paid  to  these  representatives  by  the  United  States, 

(c)  Tho  final  determination  of  all  prices  shall  bo  made  by  the  Board, 

CHANGES  IN  VALUE 


Sec.  8.  Whenever,  through  invention,  discovery,  crop  failures,  war,  or  any 
other  cause,  tho  actual  value  of  any  commodity  of  the  base  list  has  undergone  a 
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substantial  change,  the  Board  may  by  tho  xinaniinous  vote  of  its  thirteen  members 
change  the  price  thereon  so  as  to  correspond  to  the  actual  value  as  nearly  as  this 
can  be  ascertained.  Such  changes  shall  thereupon  be  made  in  the  baselist  as  the 
Board  finds  necessary  in  order  to  preserve  the  original  value  of  the  commodity 
dollar.  The  value  of  all  supplementf^ry  currency  then  outstanding  and  of  all  such 
currency  thereafter  placed  in  circulation  while  such  changes  are  in  effect  shall 
thereupon  automatically  be  measured  and  determined  by  the  new  baaalist. 

If  the  change  in  value  in  any  commodity  of  the  baselist  appears  to  be  tempo- 
rary in  nature,  the  Board  may,  in  place  of  making  changes  in  the  baselist,  author- 
ize the  payment  of  a  premium  above  the  price  fixed  for  such  commodity,  or  may  order 
that  the  same  shall  be  sold  at  a  discount, 

MAY  BE  ISSUED  AGAINST  COI.MODITIES  NOT  ON  BASELIST 

Sec.  9,  This  supplementary  currency  may  be  issued  against  other  commodities 
than  the  commodities  constituting  the  baselist.  It  may  be  issued  against  certain 
kinds  of  commodities  having  the  same  general  properties  as  the  commodities  by  which 
the  value  of  the  commodity  dollar  is  measured  and  determined  according  to  the  base- 
list.  The  Board  may  by  the  unanimous  vote  of  all  its  thirteen  members  designate 
such  additional  commodities  and  kinds  of  merchandise  against  which  such  currency 
may  be  issued.  These  may  include  wheat  and  rye  flour;  other  cereal  products  and 
canned  foods;  cotton  cloth,  woolen  cloth,  leather,  and  specified  products  made  from 
those  three;  specific  items  made  from  metals  and  crude  petroleum;  building  glass; 
print  paper;  and  so  forth.  Currency  shall  be  issued  only  up  to  a  certain  percent- 
age of  the  wholesale  price  of  such  commodities  and  merchandise  at  the  main  points 
of  distribution  throughout  the  United  States,  and  the  percentages  shall  be  fixed 
by  the  Board. 

DENOMINATION  AND  FORM  OF  CURRENCY 

Sec.  10.  This  supplementary  currency  shall  be  issued  in  the  same  denomina- 
tions as  the  present  currency  of  the  United  States,  but  all  money  in  the  denomina- 
tion of  one  dollar  or  above  shall  be  in  the  form  of  paper  bills,  and  shall  have  in- 
scribed thereon  the  words  "payable  in  commodities  as  provided  by  law",  or  other 
words  conveying  this  meaning.  Money  in  lower  denominations  than  one  dollar  shall 
be  coined  from  light,  cheap,  and  durable  metal.  All  other  details  with  regard  to 
the  form  of  such  currency,  both  in  paper  and  in  metal,  shall  from  time  to  time  be 
prescribed  by  the  Board.  The  finished  currency,  both  paper  money  and  metallic 
money,  shall  be  in  the  custody  of  the  Treasurer  of  the  United  States  and  the  Comp- 
troller of  the  Currency  to  the  same  extent  and  in  the  some  manner  as  other  money  of 
the  United  States,  but  subject  to  the  orders  of  the  Supplementary  Currency  Board  as 
to  distribution.  The  paper  bills  shall  be  prepared  by  the  some  agencies  of  the 
Government  as  are  now  preparing  the  paper  bills  of  the  United  States,  and  the  metal- 
lic money  shall  be  coined  by  the  same  agencies  that  are  now  coining  the  metallic 
money , 

LEGAL  TENDER 


Sec,  11.  The  supplementary  currency  hereby  authorized  shall  be  accepted  by 
the  United  States  in  payment  of  taxes,  excises,  import  duties,  and  all  other  obliga- 
tions due  the  United  States,  It  shall  be  c  legal  tender  for  all  purposes  unless 
otherwise  specified  by  contract,  except  that  the  metallic  money  shall  only  be  a 
legal  tender  within  the  same  limits  as  the  present  corresponding  subsidiary  coins 
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of  the  United  Str.tes.  Except  as  to  tho  rootallic  money,  this  currency  shall  bo  un- 
conditionally accepted  in  payment  of  '^.11  commodities  and  merchandise  against  which 
it  is  issued,  in  accordance  with  the  prices  of  the  baselist  and  other  prices  which 
may  have  been  fixed  by  the  Board, 

ISSUED  TO  REGIONAL  ASSOCIATIONS  ONLY  —  FCK.M'ION  AND  REQUIRMENTS  OF 

ASSOCIATION 

Sec.  12,   (a)  Such  ciirrcncy  shall  be  issued  only  to  regional  associations 
formed  under  this  Act  in  the  principal  branches  of  agriculture  directly  affected  by 
this  plan  and  in  each  one  of  the  industries  so  affected.  The  Board  shall  have  the 
power  to  determine  the  number  of  such  associations  and  define  the  territory  that 
they  shall  serve,  following  State  lines  as  far  as  practicable;  but  the  branches  of 
agriculture  and  the  branches  of  industry  affected  shall  have  the  right  to  submit 
preliminary  plans.  It  is  the  idea  of  this  plan  that  such  associations  shall  cover 
all  of  the  United  States,  including  Alaska,  without  overlapping,  rjid  shall  include 
all  the  producers  of  agricultural  commodities  and  all  manufacturers,  other  producers, 
and  dealers  and  distributors  to  which  this  plan  applies  and  who  desire  to  come  in 
under  its  provisions, 

(b)  The  Board  shall  require  that  each  regional  association  shall  either  have 
actual  resources  of  its  own  or  shall  have  pledged  and  made  available  to  it  money  pay- 
able upon  demand  from  the  various  persons,  associations,  and  corporations  constitut- 
ing the  regional  association  so  that  each  of  these  regional  associations  may  be 
possessed  of  high  fincjicial  responsibility, 

(c)  The  Board  shall  issue  a  license  to  each  of  these  regional  associations 
meeting  the  necessary  requirements  defining  its  powers  and  obligations,  but  before 
the  issue  of  such  license  the  regional  associations  must  adopt  a  code  of  business 
practices  acceptable  to  the  Board  and  approved  by  it.  One  of  the  provisions  of  this 
code  must  be  an  unconditional  agreement  to  make  a  fair  distribution  of  the  supple- 
mentary currency  received  under  this  Act  to  all  persons,  associations,  and  corpora- 
tions foiroing  parts  of  the  regional  association,  big  or  small.  In  order  that  monop- 
olies may  be  prevented,  no  consolidation  of  business  within  any  association  shall 

be  permitted  without  the  express  approval  of  the  Board, 

(d)  Every  regional  association  so  formed  which  does  not  have  s\ifficient  storage 
and  warehouse  facilities  for  the  crops,  products,  or  other  commodities  directly 
handled  by  it  must,  before  the  license  is  issued,  make  arrangements  satisfactory  to 
the  Board  for  obtaining  such  warehouse  and  storage  facilities  through  lease  or 
through  purchase.  The  association  concerned  shall  be  authorized  and  required  to  set 
aside  a  certain  percentage  of  the  purchase  or  sales  price  of  the  commodities  handled 
sufficient  to  pay  the  annual  rental  under  the  lease  or  to  amortize  the  purchase  price, 
or  make  other  satisfactory  arrangements  to  meet  such  payments, 

AI.:OUNrS  AND  CONDITIONS  OF  ISSUE 


Sec,  13,  The  amounts  of  currency  that  may  be  issued  against  the  various  com- 
modities shall  in  a  general  way  be  in  proportion  to  the  value  of  the  total,  average, 
annual  use  and  consumption  of  such  commodities;  but  consideration  shall  also  be  given 
to  the  quantity  of  each  commodity  that  must  from  time  to  time  be  carried  in  stock  or 
storage  and  to  the  durability  and  nonperishabluness  of  such  commodity.  The  Board 
shall  have  the  power  to  prescribe  in  detail  the  terms  upon  which  such  supplementary 
currency  may  be  issued  to  the  regional  associations.  All  associations  applying  for 
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such  currency  must  agree  to  cooperate  in  the  reg\ilation  of  production  or  output  and 
to  abide  by  the  price  regulations  in  all  cases  where  prices  are  fixed.  Associations 
engaged  in  tho  purchasing  and  forwarding  from  the  producers  to  the  terminal  markets 
of  agricultural  crops  or  other  products  must  among  other  things  agree  to  the  follow- 
ing conditions : 

(a)  To  purchase  only  from  producers  that  have  come  in  under  the  National  Con- 
trol Acts  heretofore  or  hereafter  enacted  limiting  the  acreage  that  may  be  devoted 
to  wheat  crops  or  other  crops,  or  fixing  a  maximum  n\amber  or  quantity  of  other  com- 
modities that  may  bo  produced  from  given  tracts  or  arooa  of  land,  or  otherwise,  by 
each  person,  association,  or  corporation, 

(b)  To  pay  tho  prices  fixed  for  the  specific  grades  of  commodities  or  products 
at  the  most  accessible  terminal  markets,  less  tho  necessary  storage  eind  handling 
charges,  including  deduction  for  shrinkage  and  other  usual  costs  and  charges, 

(c)  To  sell  at  the  prices  fixed  and  to  sell  only  to  manufacturers,  millers, 
and  other  actual  users  of  tho  commodity  or  product,  except  exports  to  foreign  coun- 
tries and  cxcopt  also  upon  specific  authorization  of  the  Board.  The  commodity  han- 
dled must  be  fairly  distributed  to  actual  users  without  any  discrimination  so  that 
monopolies  may  be  prevented. 

PROCEHIRE  FOR  CBTAINING  CURriEMCY  —  RIGHTS  AM)  LIABILITIES  OF  ASSOCIATIONS 

Sec.  14,   (a)  In  order  to  obtain  supplementary  currency  under  this  Act  a 
regional  association  must  mako  application  to  the  Board,  and  this  application  must 
contain  an  itemized  inventory  showing  the  quantities,  grades,  and  locations  of  all 
the  commodities  against  which  this  c\jrrency  is  to  be  issued  and  must  convey  full, 
clear,  and  indefeasible  title  to  the  United  States  to  such  commodities.  The  Board 
shall  bo  the  sole  judge  of  what  amount  of  currency  shall  bo  issued  and  delivered  to 
such  association  under  each  application:  PROVIDED,  HOV/EVER,  That  perfect  fairness 
must  at  all  tirues  be  shown  to  all  applicants,  taking  into  consideration  all  condi- 
tions bearing  on  tho  granting  of  the  applications. 

(b)  No  interest  shall  be  charged  on  such  supplomentary  currency,  but  a  charge 
shall  in  each  case  be  made  sufficient  to  defray  the  full  cost  of  the  preparation  and 
forwarding  of  such  currency.  In  addition  to  full  ownership  of  the  commodities 
against  which  the  currency  has  been  issued,  the  United  States  shall  also  have  a  lien 
on  all  property  and  assets  owned  by  the  association  or  pledged  to  it  for  any  loss 
which  the  United  States  might  sustain  through  such  association  and  for  any  claims 
which  the  Board  may  hold  against  it.  In  addition  hereto  every  regional  association 
shall  also  be  responsible  to  the  Board,  in  a  sum  not  exceeding  2  per  contum  of  the 
average  annual  amount  of  the  currency  that  it  has  held,  for  any  losses  which  tho 
Board  may  sustain  during  any  one  calendar  year  through  other  regional  associations 
for  tho  same  kind  of  commodity. 

(c)  Every  association  shall  have  the  right  to  sell  and  dispose  of  the  com- 
modities to  which  title  has  been  transferred  to  the  United  States,  and  against  which 
currency  has  been  received,  in  the  ordinary  and  regular  course  of  business  and  to 
replace  the  commodities  so  sold  with  new  conmoditius  so  long  as  the  ratio  of  tho 
amount  of  the  currency  received  by  the  association  to  the  value  of  the  coninodities 
on  hand  docs  not  exceed  the  ratio  fixed  by  the  Board.  Before  the  ratio  of  tho  cur- 
rency received  and  in  use  by  the  association  exceeds  such  ratio,  it  shall  promptly 
retire  a  sufficient  amount  of  such  currency  and  return  to  tho  Board  to  keep  within 
tho  requirements. 
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SHIH1ENT  ON  COKSIGNMEMT 

Soc.  15.  When  such  supplenentary  currency  is  issued  to  an  association  again- 
st finished  merchandise  as  authorized  by  this  Act,  such  association  may  under  rules 
to  be  prescribed  by  the  Board  ship  such  merchandise  on  consignment  to  dealers  to  be 
paid  when  sold,  and  merchandise  so  consigned  shall  be  considered  as  a  part  of  the 
merchandise  on  hand  by  the  regional  association:  PROVIDED,  HO'ffEVER,  That  the  asso- 
ciation shall  charge  no  interest  on  goods  so  shipped  and  consigned,  that  the  dealer 
shall  sell  such  goods  for  cash  only,  and  that  the  regional  association  shall  be 
fully  responsible  to  the  Board  for  the  goods  so  shipped  and  consigned, 

ADVANCES  MADE  BY  THE  REGIONAL  ASSOCIATION  TO  PRODUCERS 

Sec.  16.  Associations  receiving  such  currency  may  under  regulations  pre- 
scribed by  the  Board  advance  such  currency  to  producers  up  to  a  certain  percentage 
of  the  crops  or  products  actually  on  hand  and  safely  stored  in  warehouses :  PROVID- 
ED, HOWEVER,  That  no  interest  shall  be  charged  on  currency  so  advanced  and  that  the 
association  shall  be  fully  responsible  to  the  Board fbr  all  such  advances. 

REPORTS 

Sec.  17.  The  regional  associations  shall  from  time  to  time  make  such  reports 
as  the  Board  may  require.  These  reports  shall  show  the  amoxmt  of  such  supplementary 
currency  for  which  the  association  is  responsible,  showing  separately  how  much  is  in 
actual  circulation,  and  how  much  is  on  hand  and  the  quantities,  grades,  and  locations 
of  all  commodities  and  merchandise  against  which  such  currency  has  been  issued.  The 
reports  shall  show  separately  what  goods,  if  any,  are  out  on  consignment  and  to  whom 
shipped;  what  advances,  if  any,  have  boon  made  against  crops  or  commodities  in  vraro- 
houses;  and  shall  be  in  such  form  and  shall  contain  such  additional  information  as 
the  Board  may  prescribe. 

i^nTHDRAWAL  OF  CURRENCY  —  FINES 

Sec.  18,  The  Board  shall  have  full  power  to  order  the  partial  or  complete 
withdrawal  of  currency  issued  to  any  association  for  a  fixed  length  of  time  in  case 
the  association  has  failed,  neglected,  or  refused  to  comply  with  the  provisions  of 
this  Act  relating  to  such  currency  and  the  regulations  and  orders  of  the  Board  made 
pvirsuant  thereto. 

The  Board  shall  also  have  the  power  to  impose  fines  for  failure  to  comply  with 
such  orders  of  withdrawal,  but  such  fines  shall  not  exceed  1  per  centxan  of  the  a- 
mount  ordered  to  be  v/ithdrawn  for  each  ten  days  or  fraction  thereof  that  the  with- 
drawal repayment  remains  delinquent.  The  Board  may  also  impose  fines  for  other 
violations  of  this  Act  and  regulations  of  the  Board  made  thereunder,  but  no  such 
fine  shall  exceed  $25,000. 

FINES  AND  PENALTIES  FOR  COUNTERFEITING 

Sec,  19.  Counterfeiting  of  any  of  the  currency  authorized  by  this  Act  shall 
be  subject  to  the  same  fines  and  penalties  that  are  nou  prescribed  and  that  may  here- 
after be  prescribed  for  counterfeiting  tho  other  currency  of  the  United  States. 

REPEAL  OF  PROCESSING  TAI^ES 
Sec.  20,  When  the  price  fixed  for  any  one  commodity  on  which  a  processing 
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tax  has  boon  levied,  has  become  effective,  and  the  levying  and  imposition  of  process- 
ing taxes  for  such  commodity  can  be  discontinued  without  impairing  any  contracts  en- 
tered into  by  officers  of  the  United  States,  the  procossing  taxes  for  such  commodity 
shall  coasc.  The  President  shall  by  proclamation  fix  the  time  for  the  discontinua- 
tion of  such  tEixes, 

REGULATION  OF  BTORTS 

Sec,  21.  Whenever  the  Board  finds  the  price  fixed  on  any  commodity  under  this 
Act  is  threatened  through  the  importation  of  commodities  or  merchandise  from  foreign 
countries,  or  that  the  general  plan  of  this  Act  is  threatened  by  such  importation, 
the  Board  shall  report  the  facts  and  circumstances  to  the  Tariff  Commission,  and  the 
Tariff  Commission  shall  thereupon  increase  the  import  duties  and  take  such  other  ac- 
tion as  may  be  found  necessary  in  order  that  importation  from  foreign  countries  may 
not  interfere  with  this  plan.  The  action  of  the  Tariff  Commission  shall  be  made  ef- 
fective through  proclamation  by  the  President, 

ORGANIZATION  OF  THE  BOARD  ~  APFCINTI/EWT 
OF  OFFICERS  AND  MPLOYEES  ~  COIiIFENSATION 

Sec.  2E.  The  Board  shall  organize  by  the  selection  of  one  of  the  three  members 
directly  appointed  to  the  Board  as  chairman,  one  of  them  as  vice  president,  and  the 
appointment  of  a  secretary  who  shall  not  be  a  member  of  the  Board.  The  Board  shall 
have  the  power  to  appoint  without  regard  to  the  civil-service  laws,  or  regulations 
thereunder,  such  other  officers,  experts,  and  employees  as  may  be  found  necessary  for 
the  proper  discharge  of  its  duties:  PROVIDED,  HOV/EVER,  That  the  Board  may  call  upon 
any  expert  already  in  the  service  of  the  Government  for  information  and  advice  inso- 
far as  this  will  not  interfere  with  his  regular  duties. 

The  ten  ex-officio  members  of  this  Board  and  the  experts  regularly  engaged  by 
the  Government  in  other  branches  of  service  shall  not  receive  any  additional  salary 
or  compensation  for  their  services  on  this  Board.  The  three  members  directly  appoint- 
ed on  the  Board  shall  each  receive  a  salary  of  $10,000  per  annum.  The  salaries  of 
the  other  officers,  experts,  and  employees  shall  be  fixed  by  the  Board,  subject  to 
the  Classification  Act  of  1923  and  amendatory  acts:  PROVIDED,  H07ffiVER,  That  no  such 
salary  shall  exceed  $10,000  per  annum. 

ADDITIONAL  POI'/ERS 

Sec.  23.  In  addition  to  tho  powers  specifically  granted  to  the  Supplementary 
'  Currency  Board,  the  Board  shall  have  such  additional  powers  as  are  necessary  to  carry 
out  the  intent  and  purpose  of  this  Act, 
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SUMMAHY  OF  TEE  BILL 
IT  PROPOSES: 

1.  The  Issue  of  Five  Billion  Dollars  of  Coinmodity  Currency  —  to  Begin 

With  —  Directly  to  Associations  in  Agriculture  and  the  Basic  In- 
dustries V/ithout  Any  Interest, 

2.  The  Control  of  Production,  Distribution  and  V/holesale  Prices  of  the 

Basic  Conmoditios  Directly  Affected  Largely  Through  Regulating 
the  Issue  and  Use  of  This  Supplementary  Currency. 

3.  The  Control  of  Imports  and  Foreign  Trade  to  the  Extent  Necessary  to 

Protect  the  Economic  and  Financial  Structure  of  the  United  States. 

IT  IS  CLAIMED  FOR  THIS  PLAM: 

1,  That  the  Commodity  Currency  Here  Proposed  Would  Remain  Far  More  Stable 
in  Purchasing  Power  than  Gold. 

2,  That  it  Would  Restore  the  Purchasing  Power  of  Agriculture  Without  the 
Imposition  of  Processing  Taxes, 

3,  Furnish  an  Immediate  and  Pov/erful  Stimulus  to  the  Revival  of  Private 
Business  and  Enterprise;  and 

4.  Thereby  Create  a  Vast  Amount  of  Baployment  and  Reduce  the  Necessity  for 
Public  Works  and  Relief, 

5.  That  it  Would  STABILIZE  Business;  Scale  Down  the  Top-heavy  Credit  Struc- 
tirre  and  to  a  Great  Extent  Prevent  Devastating  Money  and  Credit  Panics. 

6.  THAT  AS  FAH  AS  PRODUCTION  AND  PRICE  REGULATION  IS  CONCERNED,  THE  PLAN 
IS  IN  FULL  ACCORD  WITH  THE  IN"EVIT;IBLE  EVOLUTION  OF  ECONOMIC  COOTROL 
THROUGH  COOPERATION  BET'/EEN  BUSINESS  AND  GOVEHNI.IENT  BOTH  IN  THIS  AND 
FOREIGN  COUNTRIES. 
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HISTORY  OF  TIDE  FEDiERAL  LAl^  GR.UWS 
(Reprinted  from  the  Last  Biennial  Report) 


As  all  the  affairs  of  the  department  appear  to  originate  in  certain  land 
grants  from  the  Federal  Government  to  the  State  of  Montana,  it  seems  appropriate 
to  give  a  brief  history  of  these  grants.  But  let  us  not  blindly  assume  that  these 
land  grants  constitute  the  real  origin;  by  such  assuiiiption  we  should  fail  to  real- 
ize their  deeper  significance.  Back  of  these  magnificent  gifts  there  lies  a  great 
purpose;  and  to  understand  this  purpose  we  must  understand  the  spirit  that  actuated 
the  givers  —  the  Fathers  of  this  Republic  —  and  the  age  in  which  they  lived. 

The  idea  and  purpose  of  the  federal  land  grants  date  back  to  an  age  that  rep- 
resents a  great  turning  point  in  human  affairs ,  especially  in  the  sphere  of  govern- 
ment and  social  organization,  but  at  the  same  time  an  age  of  darkness  and  gloom  and 
narrowness  and  poverty  as  compared  with  the  richer,  larger  and  sunnier  life  prevail- 
ing throughout  large  portions  of  the  civilized  world  today.  In  that  age  a  govern- 
ment in  which  all  the  people  had  some  share  was  practically  unknown;  the  education 
of  the  masses  had  never  been  tried  and  was  dreamt  of  only  by  a  very  feii;  whatever 
enjoyment  and  comfort  and  culture  there  were  for  a  small  portion  of  society  rested 
very  largely  upon  the  enforced  toil  and  drudgery  of  the  masses,  and  oven  upon  the 
actual  commercial  ovmership  of  a  great  number  of  human  beings  by  others  through  the 
black  institution  of  slavery. 

But  in  this  same  age  there  also  lived  a  grovang  number  of  altruistic  men  en- 
dowed with  sympathetic  comprehension  of  huma:i  life  and  inspired  vrith  visions  of  its 
liberation  and  enrichment.  In  the  minds  of  those  there  gradually  dawned  a  liuninous 
truth ,  a  guiding  light  —  the  consciousness  of  the  vrorth  and  value  and  dignity  of 
the  comraon  human  life.  Listen  to  the  trunortal  v/crds  of  Thomas  Jefferson  in  the 
Becltiration  of  Independence:  "»7e  hold  these  truths  to  be  self-evident;  That  all 
men  are  created  equal;  that  they  are  endo'jed  by  their  Creator  with  certain  inalien- 
able rights;  that  among  these  arc  life,  liberty  and  the  pursuit  of  happiness." 
These  truths  embody  a  deep  realization  of  the  essential  equality  of  all  men,  a  pro- 
found respect  and  a  devout  esteem  for  human  life  as  such,  and  they  breathe  the  fruit- 
ful spirit  of  living  s:,rmpathy  v/ith  a  struggling  race.  It  is  in  reality  tho  spirit 
of  ar/akening  humanity  itself  speaking  through  the  founders  of  a  nation. 

In  this  spirit  and  on  these  principles ,  our  forefathers  founded  the  most  stu- 
pendous experiment  in  democracy  that  the  world  ever  saw;  and  it  is  v/orth  noting 
that  this  spirit  and  those  principles  still  remain  among  the  most  vital  forces  in 
improving  political  govcriimcut  and  social  organization.  It  was  the  earnest  faith 
and  fervent  hope  of  the  fathers  that  this  form  of  government  more  than  any  other 
would  insure  a  high  degree  of  liberty,  foster  equality,  and  "aid  in  the  p\irsuit  of 
happiness".  But  they  realize  that  in  order  to  make  this  form  of  govorniTient  a  suc- 
cessful and  endxiring  institution  it  v.'ns  necessary  to  oducste  the  masses.  So  they 
encouraged  the  establishment  of  public  schools  and  inaugurated  the  policy  of  grant- 
ing lands  to  aid  in  their  perpetual  maintenance. 

The  earliest  educational  land  grants  which  I  have  been  able  to  discover  date 
back  to  the  Continental  Congress.  On  May  20th,  1785,  this  body  passed  an  ordinance 
reserving  "the  lot  No.  16  of  every  tovmship  for  the  maintenance  of  public  schools 
•jithin  the  said  township".  This  ordinance  of  tho  Continental  Congress  applied  only 
to  the 'Western  Territory",  embracing  the  present  states  of  'Visccnsin,  Illinois, 
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Indiana,  Ohio  and  Michigan;  but  from  the  grants  then  made  developed  the  general 
policy  of  the  United  States  of  granting  lands  for  the  support  of  schools.  It  was 
gradually  extended  to  all  nerr  states  having  public  lands,  and  the  grant  was  in- 
creased to  cover  two  or  more  sections  in  each  tovr.iship. 

The  adoption  of  this  policy  is  undoubtedly  one  of  the  great  events  in  American 
history.  The  Public  School  has  wrought  mightily  in  the  marvelous  making  of  America. 
It  has  been  a  great  power  in  liberating  and  enriching  the  life  of  the  individual, 
and  it  has  proved  itself  the  most  powerful  agency  under  the  control  of  the  state  for 
moulding  the  various  and  niomerous  elements  of  our  population  into  one  people  and  one 
nation. 

There  is  one  other  act  in  the  development  of  the  Icind  grant  policy  of  the 
United  States  which  has  had  such  far-reaching  effects  that  it  is  more  than  worthy 
of  special  mention.  This  is  the  Morrill  Act,  so  named  after  its  author,  Justin  Snith 
Morrill,  of  Vermont,  He  served  as  a  member  of  the  House  of  Representatives  from 
1854  to  1866  and  was  a  member  of  the  Senate  from  1867  to  his  death  in  1898.  Briefly 
stated,  the  act  that  he  formulated  provides  for  the  granting  "to  the  several  states" 
of  thirty  thousand  acres  of  land  for  each  senator  and  representative  in  Congress  for 
the  "endowment,  support  and  maintenance  of  at  least  one  college  where  the  leading 
object  shall  be  .  ,  .  ,  to  teach  such  branches  of  learning  as  are  related  to  agri- 
culture and  the  mechanic  arts  ,  ...  in  order  to  promote  the  liberal  and  practical 
education  of  the  industrial  classes  in  the  several  pursuits  and  professions  of  life". 
This  Act  was  first  passed  by  Congress  in  1857  but  vetoed  by  president  Buchanan.  It 
was  passed  a  second  time  in  1862  and  approved  by  President  Lincoln  on  July  2  of  that 
year.  Various  amendatory  and  supplementary  acts  have  been  passed  since  that  time. 
Under  these  acts  some  seventy  colleges  have  been  established  throughout  the  Union, 

It  is  impossible  to  estimate  the  enormous  benefits  that  have  resulted  from 
these  institutions  to  a  countrj'-  and  in  an  age  in  which  "agriculture  and  the  mechanic 
arts"  have  played  such  a  dominant  part  in  tho  forward  march  of  civilization  and  in 
the  liberation  and  enrichment  of  human  life. 

The  federal  land  grant  policy  has  been  made  applicable  to  the  State  of  Montana 
mainly  through  the  Enabling  Act,  admitting  the  state  into  the  Union,  Section  14 
of  the  so-called  Organic  Act,  creating  tho  Territory  of  Montana  "reserved"  sections 
sixteen  and  thirty-six  in  each  township  for  school  purposes;  but  the  real  grant  is 
made  through  the  Enabling  Act,  Minor  grants  for  various  purposes  have  been  made 
through  subsequent  acts.  Tho  following  statement  enumerates  all  our  land  grants, 
showixig  the  acreage  of  each,  and  makes  reference  to  the  acts  under  which  they  were 
made: 

FEDERAL  LAM)  GRAOTS  TO  THE  STATE  OF  MOOTAIW. 
Public  School  Grant.   (Sec.  10  of  Enabling  Act.) 


This  grant  embraces  Sections  16  and 
36  of  each  township  of  the  state 
outside  pennanent  national  reserva- 
tions, and  makes  provision  for  se- 
lecting lieu  lands  for  such  of  these 
sections  that  have  been  lost  to  tho 
state.  Total  grant  about..... 


5, 188,000 acres 


r 
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State  University  Grants. 

Section  14  of  the  Enabling  Act  grants 
sGventy-two  sections,  to  bo  sold  for 
not  less  than  $10  per  acre,  the  pro- 
ceeds to  constitute  a  permanent  fund, 
"the  income  thereof  to  be  used  exclu- 
sively for  university  purposes"; 
total  grant 

The  Act  of  Congress  approved  March  9, 
1904,  (33  Stat.  64)  grants  the  south 
half  and  the  south  half  of  the  north 
half  of  Sec.  26,  Twp.  13N,  of  Rge. 
19  West,  adjoining  the  original  campus 
"for  university  purposes",. 


46,080  acres 


>•••••••• 


The  Act  of  Congress  of  March  3,  1905, 
(33  Stat.  L,  1080)  grants  160  acres 
for  a  biological  station;  this  land 
has  been  selected  on  Blue  Bay  on 
Flathoad  Lake 


480  acres 


160  acres 


Total. 


46,720  acres 


Agricultural  College  Grants. 

Sec.  16  of  Enabling  Act  Grants,.,,,. 
(This  is  really  the  Morrill  Grant 
made  applicable  to  Montana.) 
Sec.  17  of  Enabling  Act  makes  an 
additional  grant  of 

Total , 

Grant  for  School  of  Mines. 

*       Sec.  17  Enabling  Act 

Grant  for  State  Normal  Schools. 

Sec.  17  Enabling  Act 

State  Reform  School  Grant . 

Sec.  17  Enabling  Act 

Deaf  and  Dumb  Asylum. 

Sec.  17  Enabling  Act 


90,000  acres 


50,000  acres 


140,000  acres 


100,000  acres 


100,000  acres 


50,000  acres 


50,000  acres 


f^ 


. 
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0 rants  for  Public  Buildings  at  the  State 
C-Apital : 

Sec.  12  of  Enabling  Act , 

Sec.  17  of  Enabling  Act 

Total  of  all  these  grants , 


32,000  acres 
150,000  acres 


182,000  acres 


5,856,720  acres 


MINOR  GMNTS 


Militia  Camp. 


The  Act  of  Congress  approved  February  13,  1891,  (26  Stat.  748),  grants  to  the 
State  of  Montana  one  section  of  land  within  the  abandoned  Fort  Ellis  Military- 
Reservation  in  Gallatin  County  for  a  permanent  militia  camp  "or  other  public  uses". 
The  state  selected  the  follov/ing  lands  for  these  purposes: 

SE|  SEt,  Sec.  10;  the  N-^,  the  SW^ ,  the  W^SEi  and  NEf  SE|  of  Section  15,  all  in 
Twp.  2  S.  of  Hge.  6  E.  By  State  Senate  concurrent  resolution  approved  January  30, 
1923,  this  land  is  now  dedicated  to  the  Agricultural  Experiment  Station. 

Grant  for  Soldiers*  Home . 

The  Act  of  March  2,  1895  (28  Stat.  938),  authorizes  the  Governor  of  the  State 
of  Montana  to  select  two  sections  of  land  within  the  abandoned  Fort  Maginnis  Mili- 
tary reservation  in  Fergus  County,  "for  the  maintenance  of  a  soldiers*  home,  or  for 
other  public  purposes".  But  the  act  further  provides  that  these  lands  shall  be  in 
part  satisfaction  of  the  lands  already  granted  to  the  state  by  section  17  of  the 
Enabling  Act,  and  consequently  this  act  does  not  increase  the  total  grants  to  the 
State.  The  State  selected  a  total  of  1275.61  acres  in  sections  1  and  2  of  Twp.  16N. 
of  Rge.  20  E.  and  in  Sections  34  and  35  of  Tv/p.  17N.  or  Rge  20E.  and  deducted  this 
acreage  from  the  State  Reform  School  Grant.  At  this  writing  a  total  of  218.84  acres 
has  been  sold  at  the  price  of  $18.00  per  acre,  leaving  \insold  1,056,77  acres.  All 
income  is  available  for  the  maintenance  of  the  Soldiers'  Home  at  Columbia  Falls. 

Grant  for  Agricultural  and  Manual  Training  School. 

The  Act  of  Congress  approved  February  11,  1915  (38  Stat.  807),  authorizes  the 
granting  to  the  State  of  Montana  of  2,000  acres  of  land  at  the  price  of  $2.50  per 
acre  within  the  abandoned  Fort  Assiniboine  Indian  Reservation  for  the  establishment 
of  an  "agricultural,  raj.maal  training  or  other  educr.tional  institution".  The  land 
carried  with  it  valuable  buildings.  By  act  of  the  State  Legislature  approved  March 
8,  1913,  the  Str.te  of  Montana  had  already  made  a  provision  for  consuEmating  this 
deal  with  the  United  States,  and  had  established  and  located  "The  Northern  Montana 
Agricultural  and  Manual  Training  School"  at  Fort  Assinniboine  (Sections  917  to  925 
of  the  Revised  Codes  of  1921).  The  two  thousand  acres  of  land  were  subsequently 
selected  in  Sections  21,  22,  27,  28,  29,  32,  33  and  34  of  Twp,  32N,  of  Rge,  15E.,  in 
Hill  County. 

State  Penitentiary. 

The  last  throe  lines  of  Section  15  of  the  Enabling  Act  road  as  follows:  "The 


"*  ,t^ " 


^ 
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penitenticrj  at  Deer  Lodge  City,  Montana,  end  all  lands  connected  therewith  and  sot 
apnrt  and  ret'irved  therefor,  are  hereby  granted  to  the  State  of  Montana",  As  far 
as  knoT/n  this  i*?  the  smallest  Icoid  grant  mcdo  to  the  Str.te,  embracing  c  little  less 
than  nine  and  thfQC-fourths  acres,  but  it  has  an  interesting  history  which  has  been 
furnished  by  Frank  Conley,  a  former  warden  of  the  State  Penitentiary,  a  summary  of 
which  is  as  follow^: 


Under  date  c'f  October  80,  1864,  J.  S.  Pembcrton,  C.  A.  Broadwater,  and  others 
incorporated  as  tne  Deer  Lodge  T07/n  Company  and  by  the  same  instrument  they  also 
"pre-empted"  ur.dc-r  a  certain  townsite  act  32  acres  of  unreserved  land  on  the  Deer 
ige  river. 

Under  da^^e  of  January  16,  1868,  these  incorporators  proceeded  to  plat  this 
13  "Door/  Lodge  City,  in  Doer  Lodge  County,  L'ontana  Territory".  The  plat  was 
f  or  rcjcord  in  Deer  Lodge  County  August  6,  1869, 


\ 


Under  date  of  March  3,  1868,  this  townsite  company  deeded  certain  blocks  to 
United  States  of  America  in  consideration  of  the  sum  of  ^500.03  for  peniten- 
Lary  purposes. 

Under  date  of  June  29,  1868,  the  same  townsite  company  executed  a  quit  claim 
deed  to  the  United  States  of  America  covering  the  same  land  in  order  to  convey 
better  title.  This  conveyance  covers  all  of  Blocks  90,  104,  115  and  parts  of  Blocks 
89,  105,  114  and  parts  of  certain  streets,  containing  in  all  420,320  square  feet, 
according  to  the  plat  of  Deer  Lodge  City  at  that  tir.e. 

Since  that  time  the  plat  has  been  changed  and  according  to  Frank  Conley  the 
land  above  described  is  the  same  as  Blocks  52,  53,  62  and  the  Eg-  of  Blocks  63  and 
67  of  the  present  townsite. 

It  appears  that  at  the  time  of  these  conveyances  to  the  United  States,  the 
Deer  Lodge  Tovm  Company  had  not  obtained  good  title  from  the  United  States  to  the 
land  embraced  within  the  townsite.  Under  date  of  June  15,  1872,  the  United  States 
of  America  issued  a  patent  to  E,  P.  Kev/coraer,  Probate  Judge  of  Deer  Lodge  County, 
Montana  Territory,  to  the  land  originally  pre-eiiipted  by  the  townsite  company  and  ' 
platted  as  Peer  Lodge  City  to  be  held  "in  trust  for  the  several  use  and  benefit  of 
the  occupants  of  the  tovmsite  of  Deer  Lodge  according  to  their  respective  interests; 
,  There  is  no  record  of  any  conveyance  froia  Judge  Newcomer  to  the  State  of  Montana, 
but  the  last  three  lines  of  Section  15  of  the  Enabling  Act,  above  quoted,  do  un- 
'ioubtedly  give  title  to  the  State  of  Montana  to  the  land  in  question  together  with 
all  buildings  and  improvements  thoreon. 

The  complete  history  of  the  penitentiary  grant  has  been  presented  to  the 
.State  Historical  Library, 


THE  END 


